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Our Kew York Trading Room acts as a clearing house for 
our entire organization. It handles a daily average of over 
2,000 telephone calls and 2,500 telegraph messages, 
covering every iype of investment, 





Immediate Markets 


N insurance company wants to buy a 
A quarter ofa million dollars’ worth 
of bonds in the open market. Through 
our private wire system,connecting our 
nine offices in principal financial cen- 
ters, we know thatwe havetwo custom- 
ers in the West and the South each 
wishing to sell blocks of the same is- 
sues. [he transactions are closed within 
our organization without disturbing 
the general market and all three cus- 
tomers receive accurate market prices. 

Whether your investment business 
is in large or small amounts, such serv- 
ice is at your disposal, 
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Directors 


The success of any Company is primarily a 
inatter of management—that is, of MEN. 
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York Life Insurance Company, the 
most recently elected being 
Calvin Coolidge: 
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Former President of the United States 
GEORGE B. CORTELYOU. Pres't Consolidated Gas Co 


WALTER W. HEAD....... Pp res't State Bank of Chicago 
ow FS RR . Ge mp 8» Pee Insurance Manager 
P‘e *@ Se: oS 8 ee Retired, Philadelphia, Pa 


PERCY H. JOHNSTON 


Pres't Chemical Bank & Trust Co 


WILLARD V. KING (Chairman Advisory Board, Irving 
Trust Co. 
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RICHARD I. MANNING. Farmer, Columbia, So. Carolina 
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GERRISH H. MILLIKEN....... Deering, Milliken & Co. 
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. Frank Presbrey Co., Adverti sing 
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Fleming H. Revell Co., Publishers 
Chairman o 
Executive Committee 
Continental Illinois Bank & 
Trust Co., Chicago 
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MADISON SQUARE, NEW YORK, N. Y. 
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Best’s Insurance News is published monthly by the 
Alfred M. Best Company, Inc., P. O. Box 552, Albany, 
N. Y. (executive offices at 75 Fulton Street, New York 
City) in three separate editions for Life, Fire, and Cas- 
ualty insurance. ‘The subscription rate is three dollars 
a year for each edition, single copies at thirty cents, with 
reduced rates which will be furnished on application upon 
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AMERICAN LIFE CONVENTION 
The 24th Annual Meeting of this organization was 
held in Cincinnati, at the Hotel Sinton, on October 15- 
18. Various matters of current interest and impor- 
tance received attention. President Clarence L. Ayres 
of the American Life of Detroit gave a forceful 
speech touching on most of the important issues of the 
past year; particularly he recommended changes in the 
present tax laws, which, he held, were discriminatory 
against the younger companies. Agency matters were 
discussed by T. M. Simmons of the Pan-American 
Life and J. J. Moriarty of the Missouri State Life. 
A well thought out survey on the common stock ques- 
tion (which appears in another section of this paper) 
was given by H. B. Arnold, President of the Midland 
Mutual Life Insurance Company. 

Officers elected for next year are: President, Charles 
W. Gold, Vice President & Treasurer of the Jefferson 
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STOCKS vs. BONDS: EDITOR’S VIEWS 





Note—This article was dictated before the recent 
break in the market which has gone a long way 
toward correcting an unsecure and unstable financial 
condition. 





N this and previous issues of our paper, we have 

carried articles by many of the leading authorities 
.in this country on the relative merits of common 
stocks vs. bonds, both for general investment and for 
life insurance company investment in particular. Be- 
cause of the general interest in the subject we have 
deemed it well to review the whole situation. 


COMPARISON 


To get back to first principles, common stock repre- 


sents a proportionate share or fixed equity in an enter- 
prise. The common stockholder is the corporation 
and if it profits he profits, while if it loses he loses. In 
the past it was cummon practice to issue common 
stock only for ‘water’, that is to say against good 
will and other intangible assets of the company while 
the physical assets were bonded. With the retirement 
of many bond issues and the gain in stability of busi- 
ness generally, the common stock has unquestionably 
become a sounder and safer investment; but however 
great the improvement it cannot escape its fundamen- 
tal characteristic of being the corporation for better 
or worse. Bonds, on the other hand, are fundamentally 
loans and are always backed by physical assets, the 
value of which in many instances is not dependent 
upon the success of the corporation in its own field 
of endeavor. Automobile plants can make field guns 
and airplanes, and although the value of the good will 
built in the auto industry is thereby lost, the value of 
the factories might be the same in the one case as in 
the other. Bonds are issued in monetary units and rep- 
resent so much money and are redeemable at a definite 
period of time. They are a first lien on both assets and 
earnings. Obviously there is no chance for growth of 
principal but on the other hand the principal is pro- 
tected by the cushion of secondary ownership (com- 
mon stock). It is often said that common stocks in 
some of the better industries are as safe as bonds. 
This is impossible if by safety we mean conservation 
of principal. By their very nature common stocks 
are subject to considerable fluctuations of earning 
power with resulting changes in market value; nor can 
we deceive ourselves by using long term averages. 
There is no value except market value and no earn- 
ings except what the corporation makes from year to 
year. If common stocks are safe, bonds are safer, and 
if the stock earnings are sure then the bond earnings 
must be surer. 











COMPENSATION FOR INCREASED RISK 


Since the common stockholders unavoidably shoul- 
der the business risks it is but reasonable that they 
should be compensated for so doing. This compensa- 
tion takes the form of increased earnings. The exact 
amount must depend on the judgment of the individual 
investor for each line of business but its result is to 
equalize the return on stocks as against that on bonds, 
Neither is a more profitable investment than the other 
for in the long run time will equalize all differences 
between them. One thing certain is that as common 
stocks, by their very nature, are more speculative than 
bonds, then their earnings must average sufficiently 
higher than the latter to make them equally desirable 
as investments. 


PAST PERFORMANCES 


It has been the delight of the statistically inclined 
for the past three or four years to show comparisons 
of results achieved by investors in stocks and investors 
in bonds. Hindsight is always cheaper than foresight, 
and about all these comparisons prove is that in the 
past stocks have generally been more profitable to their 
holders than bonds. This does not prove even indi- 
rectly that in the future the same will be true. If 
anything, we should say it proved the reverse for, as 
the two classes of investments must bear some rela- 
tionship to each other, and if the stocks have had their 
day (and who can say they haven't) then perhaps 
bonds may regain some of their public favor in the 
future. More accurately two pronounced factors tend 
fo distort any such comparisons to a meaningless re- 
sult. The first of these lies in the difficulty in selection 
of a representative group of common stocks. In order 
to have comparisons down to date it 1s necessary to se- 
lect only those which have stayed in business that long 
—in other words the winners. Bonds, on the other 
hand, by reason of their permanency, can easily be 
checked and any such selection would include the bad 
with the good. The second important fallacy lies in a 
change in the public’s feeling toward common stocks 
as investments. There can be little doubt but that 
ten years ago the common stock was looked at with 
more suspicion than it deserved and the market prices. 
based on earnings, were unduly low. At this period 
good industrial stocks could be had at anywhere from 
six to nine times earnings. Today these same stocks 
sell at twenty times earnings and more. No statistical 
comparison is therefore correct which confines itself to 


Continued on page 457 
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Eighteen Million Plus 
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Lives of Policy Holders 





January |, 1929. to July 31, 1929, inclusive 





Percentage of Total New Life Insurance 25 


Total Number Applications on Lives of 
Policy Holders . ’ 3,427 


Total New Life liieiinee on Policy 
Holders . : . $18,208,394 
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STOCKS vs. BON DS—Continued 
market values as forecasting the future, since earnings 
from this source cannot hope to be repeated. 


ON PROFITS 


Mr. Dwight C. Rose, of Scudder, Stevens & Clark, | 


has written a most excellent book on the subject of 
common stocks entitled “A Scientific Approach to In- 
vestment Management’. Comparisons were made of 
common stocks and of bonds over a twenty year peri- 
od giving complete details on all the calculations, mak- 
ing the study far more valuable than many others of 
similar nature. The analysis showed conclusively the 
higher profits that had accrued to the stockholders 
during this period, including in their profits not only 
cash but increase in market value. The average annual 


You may buy stock on a 12% earning basis and sell it 
on a 6%, thereby doubling your money but the man 
who buys it at 6% cannot reasonably hope to sell it at 
3% and double his in the same manner. Those who 
have held common stocks throughout the last ten year 
period have taken the cream. Certainly what is left 
will not make Rockefellers of the rest of us. Further- 
more, history shows that the pendulum always swings 
too far and it seems a safe prophecy that from being 
under-valued common stocks will be over-valued. 


When, we cannot safely predict. 


LIFE COMPANY INVESTMENTS 
The investments of life companies must be judged 
by different standards than obtain for the general 
public. A life insurance company undertakes a trustee- 





appreciation in market value was figured at 7.8% and | ship of the highest order. Its contracts are payable in 


Mr. Rose noted that the average annual reinvestment 
of earnings was 6.5%. 


two figures can be accounted for almost exactly by the | 
change in the public’s valuation of stocks during this | 
period. To put it another way round, had the study | 
been confined to earning power instead of market value | 
it would have indicated that growth is apparently due 
entirely to a reinvestment of earnings. This point was 


The difference between these 


_ dollars and the safety of the dollars must be assured. 


_ As we see it, there are only two ways that this can be 
_ accomplished. The first is by confining the investments 
to bonds and the highest grade preferred stocks, or, 
_ secondly, by a very large surplus. Furthermore, life 
_ companies in their computations employ an interest 
| rate of 3 or 31%4%. Clearly no investment will suffice 
| which does not give a cash yield of this amount; but 


| there appears to be no necessity for a higher yield 


recognized by Mr. Rose in his speech at the Joint | 


than this for some years, since the policyholder does 


Annual Meeting of the American Statistical Associa- | 
| not at once reach a financial basis profitable to his com- 


tion and the American Economic Association at Chi- 
cago on December 27, 1928. Mr. Rose said in his 
speech: “I think we may conclude that the average 
annual return on a diversified group of industrial 
stocks throughout the last twenty-five or thirty years, 
has been dependent primarily upon the earning basis 
‘upon which the stocks were purchased.” This observa- 
tion, based on a study of industrial stocks for the past 
twenty years, we can confirm from a study of insur- 
ance companies where the primary and principal if not 
the only source of growth is in reinvested earnings. 


COMMON STOCKS AT CURRENT PRICES 

If this is correct—we have seen no figures that can 
disprove it—it does not paint a bright picture for those 
who have purchased common stocks on an earning 
basis of less than 514%. There are a number of such 
stocks today. If the holders of common stocks bought 
twenty years ago on an earning rate of 12% actually 
made 12%, is it not reasonable to suppose that a 4% 
stock today will yield only 4%? Of course, we are 
dealing with theory and general averages. Each line 
of business has its special investment problems which 
temporarily affect earnings. 

Whatever the merits of common stocks in the past— 
and they appear to have been unquestionably under- 
valued—these conditions do not hold for the future. 





pany, and the interest item on what he can get is in- 
significant. Then, also, it is advantageous that the in- 
vestments for a life company bear fixed maturities 
since no company should be forced to rely on market 
conditions at any given time to realize a part of its in- 
vestments. This would apply to only a portion of the 
investments since cash income ordinarily exceeds cash 
disbursements by a wide margin and partial financ- 
ing may be done from this source. Finally, because of 
accounting methods, investments of a fixed dollar value 


(e. g. mortgages and bonds) are primarily suited to 
life companies because of their freedom from fluctu- 
ations. All these arguments favor bonds and mort- 
gages as against common stocks. 

The best economic reason that we have seen put 
forward for a life company’s investment in common 
stocks was that suggested by Arthur Coburn in his 
speech before the Institute of Actuaries. Mr. Coburn 
pointed out that while a majority of the life insurance 
computations are on a dollar basis and consequently 
unaffected by changes in the value of the dollar, yet 
a portion of every premium is used for expense and 
this is subject to unavoidable fluctuations. Mr. Coburn 
suggested that somewhere between 6 and 7% of a 

Continued on next page . 
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9th Consecutive Gain 
recorded in September 


[) IRECTLY following our announcement of 

a DEFINITE SALES PLAN for 1929, 
including the new Illustration Book, a 40% 
dividend increase and a complete new line of 
children’s policies with the new PAYOR IN- 
SURANCE FEATURE, production has steadily 


increased month after month. 


Percentage of Gain 

















PAID BUSINESS | 
TE ss 4 haw esc & 12% 
Pee So cs 71% 
a bse habe 14% 
DE gi ehaueaassue 48% 
MT Waldo wpe nae 27% 
ks wach evn saund 61% 
DEE 6 cus 65 5 ees 18% 
SE io ig ie as a we 51% 
September ......... 18% | 














AVERAGE MONTHLY GAIN 


36% 


These steady and consistent increases month 
after month prove conclusively that Mutual 
Trust is growing at an unusual pace. Such gains 
and such progress cannot merely be the workings 
of fatee THERE MUST BE A REASON. 
Our booklet “CHOOSING A COMPANY” 
will be sent to you upon request. 


Cart A. Peterson, Vice President 


Mutual Trust 


LIFE INSURANCE COMPANY 


EDWIN A. OLSON, President 

77 West Washington Street 
CHICAGO, ILLINOIS 

cAs Faithful as OLD FAITHFUL” 
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STOCKS vs. BONDS—Continued 


company’s assets invested in common stocks would 
take care of any changes in the price level which might 
affect the other investments. The reasoning back of 
this suggestion is sound and cannot be lightly put 
aside. A small amount of common stock investment 
would also fall within the limits of a company’s sur- 
plus where fluctuations would not make so much dif- 
ference. 

SMALL COMMON STOCK HOLDINGS ADVISABLE 

In general, therefore, it would seem that common 
stocks are eminently unsuitable for general life insur- 
ance investment though a small amount would be ad- 
vantageous. With proper legal restrictions and company 
management an investment of 6 or 7% of the assets 
would be beneficial and a safety valve against funda- 
mental economic changes. Some Western States al- 
ready have provisions on their books modeled along 
these lines. Investment to a larger degree would be un- 
warranted economically and might easily result disas- 
trously for American companies which have not and 
could not get the necessary surplus to peerect large 
common stock investments. 

No discussion of this subject is complete without a 
reference to the Sun Life of Canada, which, by its 
success in this field of investing, has attracted the at- 
tention of all other life insurance companies. It should 
always be remembered that under the able leadership 
of Mr. Macaulay, this company got in on the “ground 
floor” and that its profits have been swelled by at least 
two factors which will not recur again. As of the first 
of this year the company showed a surplus of $16/7.- 
000,000 to protect its assets and common stock invest- 
ments. That it is ample for this purpose no one can 
question ; and we know of no other company financially 
able to carry a majority investment in common stock. 


—A. D. B. 


ACTUARIAL SOCIETY OF AMERICA 
This Society held a joint meeting with the American 


Institute of Actuaries on October 9th, 10th and 1Ith. 
Many interesting papers were presented, one of which, 
that by Mr. Hunter on Disability Reserves and Prem- 
iums, is given elsewhere in this issue. 





_ MISSOURI INSURANCE DEPARTMENT : 

This Department has ruled that the requirements ot 

the standard disability provision must be met with in 
the State by June 30, 1930. 


GEORGIA INSURANCE DEPARTMENT 


Harrison New Commissioner 


Following the death of General William A. Wright, Comp- 


troller General of the State of Georgia and also the head of 


the Insurance Department, William Harrison has been ap- 


pointed his successor. Mr. Wright was Commissioner for 
forty-two years. 
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INSURANCE DECISIONS DISCUSSED 


Courtesy of 
John McElraevy, Jr., 50 Court St., Brooklyn, N. Y. 





EDITOR'S NOTE: 


This is one of a series of articles to be contributed to this publication by eminent insurance attorneys. 
legal matters may not, at all times, exactly express the views of Alfred 


It is obvious that these discussons of 
M. Best Company, Inc., but we trust they may prove of interest and 


value to our readers. 


INCONTESTABILITY CLAUSE IN LIFE INSURANCE POLICIES 
NON-EXISTENCE OF PARTIES AMENABLE TO COURT ACTION EXTENDS THE LIMIT OF TIME WITHIN 
WHICH “CONTEST” MAY BE COMMENCED. 


\N THE July issue of Best’s Life Insurance News 

(page 157), the writer directed attention to a de- 
cision of the New York Court of Appeals (Killian vs 
Metropolitan Life Insurance Company, 251 N. Y. 44), 
which held that a mere notice of rejection, refusal by 
the company to pay the claim and denial of liability on 
the ground of fraud, breach of warranty or otherwise, 
do not constitute a contest within the incontestable 
period of a life policy, but that court action to annul the 
policy must be commenced within the prescribed time 
after issuance ef the policy, even though the insured 
died within that period. 

The Court, in that case said, however, 


“There are said to be practical difficulties in apply- 
ing such a formula. The policy may be payable to 
the estate of the insured, and the personal representa- 
tives may not be named ’til the expiration of the time 
permissible for contest. These and like complications 
will be unraveled when they develop. There is support 
for the conclusion that by fair implication the non-ex- 
istence of partics amenable to suit wiil extend the 
limit of time within which suit may be begun.” 


The very question foreseen by that Court, came 
before it and was decided a few weeks thereafter, in 
the case of Jensen vs Metropolitan Life Insurance 
Company, 251 N. Y. 336. 

In the Jensen case, a policy was issued in April, 1919. 
The insured died in September, 1920. The plaintiff 
was appointed administratrix October 25, 1927, and 
the action on the policy was commenced November 7, 
1927. The policy was payable, upon the death of the 
insured, to his executor or administrator. It contained 
a provision that it should be incontestable after two 
vears from the date of issue, except for non-payment 
of premiums, fraud or misstatement of age. The 
answer of the insurance company set up the defense 
of breach of conditions, alleging that the insured was 
not in sound health at the time of issuance of the policy. 
The plaintiff made a motion for judgment on the plead- 
ings upon the ground that the policy became incon- 
testable at the expiratiom of two years from the date 
of issue. This motion was granted at Special Term 
and affirmed in the Appellate Division. The Court 
of Appeals, however, reversed the Special Term and 
Appellate Division. 

In the Killian case, the Court of Appeals, holding 
that a notice of rejection without actual court action 
was not a contest within the meaning of the incontest- 


ability clause said, that a “‘contest begins when the con- 


_testants, satished no longer with minatory gestures, 


are at grips with each other in the arena of the fight. 
When the fight is a civil controversy, the arena, is in 
| Court.” 


It stated in positive language that a contest 
means a court fight within the contestable period, even 


_ though the insured died within that period, but it re- 


served the question regarding a situation where there 


_might not be a person with legal capacity to be made 


a defendant in an action to annul the policy. 
Judge Hubbs, writing the opinion in the Jensen case 
which was concurred in by all of his associates, said, 


“Of the questions there left open (in the Killian 
case) to be unraveled when they develop, one must 
now be answered. That opinion points the way to the 
answer. If the only way the company can contest 
the validity of the policy is by an action in court, 
there must be in existence someone against whom it 
can commence an action. 

If the decision in this case (that of the lower court, 
in the Jensen case, affirmed by the Appellate Division, 
granting judgment to the plaintiff because the con- 
testable period had expired) were to be affirmed, it 
would result in making it the law of this state that a 
company may be deprived of the right to contest a 
policy in all cases where the death of the insured occurs 
before the expiration of the period within which the 
company may contest the validity of a policy payable 
to the estate of the insured. To accomplish that result 
the persons interested in the estate would have only to 
refrain from taking out letters until two years had ex- 
pired from the issuing of the policy. The company 
would be powerless to protect itself, as it could not 
institute an action to contest the validity of the policy 
during that period. The result would be unjust and 
inequitable. It would place the company at the mercy 
of persons interested in the estate and deprive it of 
a valuable right. Every principle of fair dealing for- 
bids such a result. 

The right of the company to contest should be sus- 
pended during the period that it is prevented from 
contesting the policy by reason of the failure to secure 
the appointment of a personal representative. After 
such appointment the company may contest the policy 
either by affirmative action or by defending an action 
brought thereon by the personal representative. Such 
contest must be commenced, however, within two years, 
counting the time from the issuing of the policy to the 
death of the insured, and from the granting of letters 
to the commencement of the contest.” 


These two decisions of the Court of Appeals remove 
all doubt, sofar as New York State is concerned, that 
' may have existed heretofore with respect to the mean- 
ing of the incontestability clause in a life insurance 


policy. It may be, however, that the last sentence, 
| Continued on page 461 
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‘ee million babies born every year—two million new prospects 

for NYNL fieldmen, whose kits are stocked with a complete array of 
policies for children, providing coverage from birth. | 
NYNL offers six juvenile policies—participating and non-participat- | 


ing. These policies will assure many a college education, will start 





many a child on the path to financial independence, and will relieve 
many a family from hardship when funeral expenses, often accompanied 
by heavy costs of long illness, must be met. And every Child's policy 
sold opens the door to more business for the agent. 

A new Baby Health Service available to NYNL fieldmen, in which 
a recognized authority on child health tells mothers how to care for 
their babies through the first 18 months, allows N¥NL agents to sell 


these contracts under especially favorable circumstances. 


POLICIES FOR CHILDREN: 


Child’s Educational Endowment Maturing at Age 18—Child’s 20 
Year Endowment—Child’s 20 Payment Endowment at Age 85—Partici- 
pating and non-participating forms of each. 
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TOTAL AND PERMANENT DISABILITY BENEFITS 


Courtesy of 
Wendell M. Strong, Associate Actuary, Mutual Life Insurance Company of New York. 


Can you imagine the situation there would be if a young, exuberant 
western cowboy became a director in one of our great corporations? He 
puts his feet on the table, scratches the mahogany with his spurs, and 
perhaps shoots out the skylight. He catises consternation among the 
staid and conservative directors and about breaks up the meeting. 

That cowboy is the role played by disability benefits in life insurance. 
It is young, exuberant, and untamed, and has brought new ideas, prob- 
lems, and situations into the field. 
now living fail to realize that similar conditions possibly existed in its 


| 
| 
| 


Life insurance is so old that those | 


early days—that life insurance was once young, exuberant, and untamed, 


instead of conservative and restrained. 

An attempt to control this youth has just been made by the action 
of the Insurance Commissioners’ Convention in favor of certain recom- 
mended standard provisions. Some think that instead of proper direction 
of youthful energy these provisions are putting on a strait jacket which 
will stop future development. In any case, this action of the Commis- 


sioners (which will be spoken of in detail later), will be fraught with | 


important results, some of which probably cannot now be foreseen. 


Relation of Disability Benefits to Life Insurance 
A man’s death cuts off his earnings, also his personal expenses. A 
man’s disability cuts off his earnings but not his personal expenses. Thus 
a more serious financial situation than that caused by the wage earner’s 
death may be caused by his disability. A policy providing for payment 
at death is only half protection. Complete protection requires protection 

against both the loss hy death and the loss in case of disability. 
Unless disability is something that cannot be handled by the life in- 


> 


i 
| 


surance companies, and this has not been demonstrated or even main- | 
tained, an essential service to the public is performed by the combination | 


of the benefits with life insurance. 
insurance companies have no right to shirk the responsibility of providing 


Under such circumstances the life | 


this protection, merely because new questions and new, and perhaps | 


serious, difficulties are involved. It is their duty not to run away but 
to face the difficulties and overcome them. 
the interest both of the public and of the companies themselves. 


History 


In the end this will be to | 


Before about 1910 only one or two life companies had incorporated | 


disability provisions in their policies. 


INCONTESTABILITY—Continued 





These were at first limited to the | 


quoted above, from the Jensen case will cause some | 


confusion, the contest must be commenced within two 
years, counting the time from the issuing of the policy 
to the death of the insured, and from the granting of 
letters to the commencement of the contest. In the 
Jensen case, seven years elapsed between the date of 
death and the appointment of a personal representative. 
At the time of the insured’s death, there remained 
seven months and twenty days of the period of two 
years within which the company could contest the 
validity of the policy. Does the decision in the Jensen 


case require the insurance company to be constantly | 
on the alert, over a long period of time, to ascertain | 


if and when an administrator has been appointed, so | 


that the contest can be commenced? It would seem 
that, under circumstances like those in the Jensen case, 
a better rule would be that the incontestable period 
should again become effective after notice to the com- 


pany that a personal representative had been appointed. | 


The possibilities caused by an administrator remaining 
silent from the time of his appointment until after the 
expiration of the balance of the contestable period are 
too obvious to require discussion. 





waiver of premium payments in event of total and permanent disability. 
A few years later many companies had adopted the provision for waiver 
of premiums. Subsequently the companies began to provide, in addition, 
for an income to the insured during disability. 

At first this income consisted only of payment of the sum insured in 
instalments, thus reducing the amount of the death benefit so that in 
event of long continued disability the face amount would be paid out 
during the insured’s lifetime. This provision was not considered satis- 
factory and the companies soon provided for an income throughout the 
period of disability, which did not affect the amount insured in any way. 
Shortly after 1920 this income had been standardized as a monthly in- 
come of 1% of the face amount of the policy. A little later several 
companies introduced a new idea whereby the disability income was 
increased after five years’ continuous disability, with a further increase 
after ten years. 

Prior to about 1921 the clause provided that to receive the total and 
permanent disability benefits the insured must be so disabled as to be 
totally, continuously, and permanently prevented from performing any 
work for compensation, gain, or profit. One of the administrative diffi- 
culties encountered was the determination of what constituted perman- 
ency of disability. This led to the adoption of what is known as the 
“Ninety Day~Clause,” which provided that continuous total disability for 
ninety days would be deemed permanent during its further continuance. 

Other steps in the development of the disability provision may be 
enumerated as follows: 

Recently a prominent company which had not hitherto issued disability 
benefits added this feature and adopted an entirely new definition of total 
disability, defining it as disability which had for four months continuously 
reduced the earned income of the insured to one-fourth or less of the 
previous income, such disability being regarded as permanent from the 
end of the four months so long as it continued. 

Some companies have adopted a pro rating clause whereby if the 
total disability income was in excess of a certain percentage (which might 
be 100% or less) of the earned income received before disability, this 
disability income was reduced. Hence the insured could not receive 
more after disability than before. 

At least one company has used for specially selected cases a definition 
of disability as inability of the insured to follow his own occupation, 
rather than any occupation, charging an extra premium for the extra 
benefit. Under this clause a dentist might receive disability benefits when 
unable to practice dentistry, although the disability was one which would 
not incapacitate him from following an occupation not requiring such 
prolonged and exact use of the hands. 


Disability Benefits and the Courts 

The legal meaning of a contract is not necessarily what it was intended 
to be but what the courts decide it to be. 

Policy contracts usually provide substantially that total disability is 
inability to do any work for compensation, gain, or profit. Taken literally 
this definition would mean that very few who were not actually bed- 
ridden, and not all of those even who were bedridden, would be totally dis- 
abled since they would be able to do something—perhaps small but still 
something—-for compensation, gain, or profit. The question of the inter- 
pretation of these clauses in connection with life insurance contracts has 
been before the courts only a few times, but there have been many 
cases involving health policies where a similar question arises. The 
courts have varied in their interpretation of total disability from one ex- 
treme to the other. The cases may be grouped in three classes: 

1. Those holding that the insured need only be so disabled as to 
be prevented from following his own occupation. 

2. Those holding that the insured must be so disabled as to be 
prevented from following his own occupation or such other occu- 
pation as he is fitted for by ability or training. 

3. Those holding that the insured must be so disabled as to be 
prevented from following any occupation or doing anything. 

If we keep in mind the idea back of the contract it will help us in 
considering these different legal interpretations. This idea is that of 
indemnifying the insured to the extent of the benefit provided for by the 
contract for the loss he suffers by having his earning capacity cut off. 
If a man is hampered by some disability so that he can only earn fifty 
or seventy-five per cent of what he was earning before, or so that he 
cannot follow the occupation he has been following but can and does 
change to some other occupation which may, perhaps, pay him as much, 
or more, than his original one, his earning capacity is either only par- 


Continued on next page 
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assures immediate success and a future depend- 
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this is an institution to which you should make 
known your talents, hopes and ambitions. 
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TOTAL AND PERMANENT DISABILITY—Continued 
tially cut off, or not cut off at all. Notwithstanding this the courts of 
one or two states have held that this would constitute total disability, 
Really it constitutes only partial disability. On the other hand, if , 
man earning $10,000 a year is so disabled that he cannot do anything but 
sell shoe strings, his earning capacity is certainly cut off. Nevertheless 
in one or two states the courts would not hold such a man totally dis. 
abled. I think either extreme wrong. The middle-of-the-road construction 
is the most reasonable and the fairest to all concerned and fortunately 
is the one most widely followed. 

The conflict of interpretation is unfortunate. It is bad to have the 
state line rather than the contract itself determine whether under it the 
insured is totally disabled and entitled to benefits. There is no reason 
in having the question whether a man is entitled to disability income or 
not depend upon whether the contract is under South Carolina or North 
Carolina jurisdiction. It should depend upon the agreement itself. 

It speaks well for the reasonableness and liberality of life insurance 
companies in dealing with the tens of thousands of disability claims aris. 
ing that in so few cases has there been recourse to the courts. 

Another question is what constitutes permanency of disability. At first 
this was a very serious one and held promise of leading to much litiga.- 
tion and great disagreement, particularly since the definitions of ‘per. 
manent”’ were different and some used the word “permanent” without 
definition. 

Thus in the case of a tubercular person sent to Saranac would dis. 
ability be permanent within the meaning of the contract? There could 
be little question of the totality of the disability, but the majority of such 
cases recover, although some do not. There would be a great divergence 
of opinion on this, as well as on other cases. The word “permanent” 
might mean lasting some time or likely to last some time, or it might 
mean likely to last until death. We hear of “permanent waves” and of 
permanent college endowments; one a matter of a few months and the 
other likely to continue indefinitely and with, the certainty of a great 
many years. 

This situation involved all sorts of possibilities of trouble. It, however, 
was met by a pretty general adoption of the Ninety Day Clause, or 
some corresponding clause with a slightly different period. Thus a very 
difficult situation as regards contractual and legal questions is eliminated. 
The older business in which the Ninety Day Clause does not appear has 
been so well handled by the companies that little, if any, litigation on 
the question of permanency of disability has resulted. 


Financial Loss of Companies 

It is recognized that there have been losses to the companies under 
the disability feature. The underlying reason for such losses has not 
been bad underwriting or too great liberality in acknowledging doubtful 
claims (although in individual cases these may have contributed some- 
what), but has been inadequate premium rates. 

If we go back to the beginning of disability benefits we find that the 
tables were constructed from the experience of fraternal orders, and the 
rates calculated on these. During the time when the only benefit granted 
was the waiver of premiums such rates were sufficient, but after the 
companies provided for a disability income to the insured the rates on 
this basis proved inadequate, and particularly after the adoption of the 
Ninety Day Clause, even though there were apparently properly calculated 
adjustments. Different companies have realized this, and, although 
there were no tables from company experience to go on, many of them 
have increased their rates, making the best approximation they could 
under the conditions. 

This situation is now past and a basis for proper rates is available. 
In 1926 a report was published by a committee of the Actuarial Society 
of America appointed for the purpose of investigating disability benefits. 
Recently the experiences of the Mutual Life and the New York Life 
have been the subject of papers before the Actuarial Society, by Mr 
Strong and Dr. Hunter, respectively, and each of them very closely 
corroborates that part of the committee's experience designated as Class 3 
(which included the earlier part of the experience of the Mutual Life and 
the New York Life), all being taken on cases having the Ninety Day 
Clause. Inasmuch as this experience of the Mutual Life and the New 
York Life covered a considerably longer period of time than the expe- 
rience available to the committee, and that of the New York Life at 
least was for a larger number of exposures, it has been regarded as 
establishing the fact that Class 3 of the committee about represents the 
present experience under disability benefits with the Ninety Day Clause. 
In consequence, tables for the calculation of premium rates and reserves 
have now been prepared based on Class 3, and it is hoped and believed 




















that these tables will soon form the basis of the disability premium rates 
in use. 
If we go back to the early days of life insurance we find that, perhaps 
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largely by accident, the mortality tables erred by showing too high a 
mortality. This gave companies excessive premium rates, the opposite 


of our Disability Benefit premium rates, and may have had much to 
do with the success of life insurance in its early years. Had the error 
in the mortality tables been in the direction of being too low it would 
have been a serious matter for the companies and would have undoubtedly 
meant bankruptcy. On the other hand, while the losses on the Disability 
Benefits considered by themselves look large, the institution of life in- 
surance is sO much larger that it has been able to absorb these losses 
without a ripple. 

We hear a great deal about the problems of underwriting, the different 
attitudes towards the allowance of disability clauses, and the chance of 
fraud through claims for benefits when the insured is not. really disabled. 
What of the early days of life insurance? Were these without their 
difficulties? The companies then knew nothing of the hazards of different 
classes. They had no machinery for getting information about applicants 
and would have known little as to what it meant if they had gotten it. 
They usually did not have medical examinations but looked at an applicant 
to see whether he looked as if he would live long or not. If they had 
had examinations they would have been of but little value as compared 
with examinations nowadays, and there would have been no way to con- 
nect up the few facts the medical examiner could have given them with 
any effect on the risk of death. Life insurance survived such conditions, 
beside which our difficulties with disability benefits seem very slight. 

These losses under disability benefits, however, while they have not 
been felt by the policyholder have not been taken lightly by the people 
in insurance, either the State Departments or the companies. As has 
been seen, the companies have been struggling with a condition that was 
dificult and have just now found the way out by means of the disability 
experience, which was not available earlier. On the other hand, the 
State Departments have been very much concerned over the disability 
benefits, largely due to the fact, I think, that the companies were not 
doing well financially with this business. 

Standard Disability Provisions 

On the Commissioners’ side this concern led to the following actions: 

Early in 1928 Superintendent Beha of the New York State Department 
appointed a committee of five company actuaries to consider standard 
policy provisions; at the December 1928 meeting of the Commissioners a 
resolution favoring uniform provisions was adopted and a committee of 
five department actuaries was appointed to make recommendations. 

The two committees working together arrived at a set of standard pro- 
visions for disability benefits issued in connection with life insurance 
policies. Such recommended provisions were adopted by a divided vote 
at the meeting of the Insurance Commissioners held in Toronto in Sep- 
tember 1929, as uniform provisions which should be required in all poli- 
cies having disability benefits. It was proposed to enforce this require- 
ment by department ruling rather than by legislation. 

Since the Commissioners’ convention has already taken action it is 
rather late to speak of the arguments for or against these provisions but 
since | have been asked to do so I will. 

It is conceded by all that uniformity rather than conflict as between 
the different states is desirable. It probably also will be conceded that 
there is no objection to certain provisions being made standard for policies, 
and that these standard provisions should be uniform in the different states. 
When we go beyond this it becomes a question of what provisions should 
he made standard, and, furthermore, since standardization also involves 
restriction, what restrictions are desirable. 

The committee in presenting its recommendations included standard 
provisions which would prevent certain well known and recognized fea- 
tures, some of which have been in use for a long period if measured by 
the life of disability benefits themselves, and said very little about their 
reasons for so drafting the provisions as to prohibit such features. I 
refer to such provisions as 

A. Increasing Disability Benefits, under which after five years of 
continuous disability the income increased by one half of the orig- 
inal amount, and after another five years of continuous disability 
increased by another one half of the original amount. 

B. A definition of total disability which determined whether dis- 
ability was total or not by whether the earned income had been re- 
duced to 25% “2 less, of the previous income, and 

C. A definition of total disability which stated that it was inability 
to follow one’s own occupation rather than to earn money in any 
occupation, a clause in use by certain companies for selected cases 
of professional men. 

The arguments against such restrictions are that nearly everything 
grows by evolution and disability benefits are still very young and should 
be allowed as far as -possible to work out their own future, with the 
prospect that something better might result than anything we have today. 

Continued on next page 
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TOTAL AND PERMANENT DISABILITY—Continued 
For instance, in favor of the 25% clause it might be urged that under 
the present usual definition of total disability, which is practically that 
adopted by the committee, it is the state line between North Caroling 
and South Carolina, and not his physical condition or his ability to earn, 
which decides whether a man is entitled to benefits or not, whereas under 
the 259% clause this would not be true. It seems as if it would be 
desirable to allow a company to experiment with the 25% clause to find 
out whether or not there were any serious objections to such a definition 
of disability. It.is only after such an experiment that we can see al] 
the objections that apply to the new definition and thus get a better idea 
of what is the most desirable definition; moreover there could hardly 
be objection on the ground of public policy to a company trying such 
an experiment. 

Again, Increasing Disability Benefits provide for an additional benefit 
filling an economic need in the case of a long continued disability where 
medical and other charges would mount up with no prospect of future 
earnings, and a higher disability income would be needed than in the 
case of a disability terminating after a short period by either recovery 
or death. Furthermore, the added feature is the purest example of a 
contract for permanent disability that exists, since the minimum waiting 
period before the increase is five years, and certainly a disability that 
has continued five years is permanent. This clause has been used for a 
long period by the company devising it, and has been found by that 
company to be in its opinion a good thing both for the company and 
the policyholder. 

The so-called “professional men’s clause,”’ that is the clause providing 
for benefits in case of inability to follow one’s own occupation, had been 
used with apparent success by certain companies and they regard it as 
a usefal and desirable variation of the disability benefits clause. 

These and other possible features are all cut off if the committee rec. 
ommendations are followed. What the possible ones are that might have 
been brought forward without the restriction of the standard provisions 
we have no possible means of knowing, nor shall we probably ever know 
if these restrictions are enforced. Without going into further details, the 
question is whether it is desirable to permit further development or to 
say at this early stage “thus far shalt thou go and no further.’ The 
writer believes that it would have been better at least to postpone re- 
strictive action until it could be seen to what extent the new premium 
rates and reserves now available would remedy the conditions, and after 
that had been seen to make no restrictions except those that experience 
showed absolutely necessary. m 

What will follow the action of the Insurance Commissioners is still on 
the knees of the gods. In the States of New York, Missouri and Ten. 
nessee a ruling has already been issued by the Department stating that 
standard provisions will be required after July 1, 1930. In Iowa the 
Insurance Commissioner has announced that standard provisions will 
not be required. Thus one supposedly fundamental object in the action 
of the committee and the Commissioners, namely, uniformity, seems 
unlikely to be attained. 


ASSOCIATION OF LIFE INSURANCE 
PRESIDENTS 

The 23rd Annual Meeting of the Association will be 
held at the Hotel Astor on Thursday and Friday, De- 
cember 12th and 13th. Outstanding men will speak and 
it is expected that the meeting will be largely attended. 
The Association has elected Mr. B. P. Whitsitt as 
General Counsel, Mr. Hobart S. Weaver succeeding 
Mr. Whitsitt as Attorney. 


INSURANCE INSTITUTE OF AMERICA 
The 21st Annual Meeting of the Institute held at New York 
City, 85 John Street, on October 22nd was very successful. The 
Institute has been growing steadily from small beginnings 
and is fulfilling the needs met by no other organization. 


VIRGINIA INSURANCE DEPARTMENT 
Col. Joseph Button, Commissioner of Banking and Insur- 
ance for the State of Virginia, tendered his resignation as ot 
October 15th to head the Union Life Insurance Company ol! 
Virginia. Col. Button had served longer than any other 
Commissioner and was the head of the Convention Commit- 
tee on Examinations. 
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One Hundred Billion Dollars 





The largest purchase ever made by the American peoplkR—-ONE HUNDRED BILLION DOL- 
LARS OF LIFE INSURANCE—has been the subject of many an address or article in recent 


months. It is significant that nearly $1,000 of life insurance are in force for every person in the 


United States. 


This tremendous total represents twice the value of 
all farm property in the territory (forty-two states 
and the District of Columbia) in which the North- 
western Mutual operates. It represents more than one 
and one-half times the total bank deposits, and ap- 
proximately six times the value of all automobiles in 
use. Total life insurance policy reserves are now 
approaching twenty billions, so diversely and safely 


mility because the present total life insurance coverage 
scarcely exceeds one year’s income of the American 
people. 

The Northwestern agent has been trained to render 
service. His contribution to this future expansion and 
growth will be increased amounts of insurance written 
upon the lives of new and previaus members whose 
affairs will have been studied carefully and whose 


invested that this huge total is a citadel of strength 
should financial storm or panic threaten the nation. 

With pardonable pride in this accomplishment—and 
this Company congratulates the insurance fraternity at 
large—life insurance workers retain a wholesome hu- 


needs will have been diagnosed professionally. The 
field man today builds his clientele for the years to 
come, and complete life insurance estate analysis is the 
best approach to that solution. 


THE NORTHWESTERN MUTUAL LIFE INSURANCE COMPANY 
MILWAUKEE, WISCONSIN 

















“In This Way We Measure’ 


LIFE INSURANCE COMPANY may well measure its success by the 
A good it performs rather than by great size. Through eighty-six years THE 

MUTUAL LIFE INSURANCE COMPANY OF NEW York, the “first American 
Company,” has measured its success by the scope, manner and degree of its ser- 
vice. In such a way it is measuring now as its service broadens. 

Issuance of contracts of all standard forms, substantial dividends, income 
settlement provisions, Disability and Double Indemnity Benefits, and prompt pay- 
ments and practices for convenience of members are embraced in its present ser- 
vice. 

It welcomes as field representatives those who know that success is accord- 
ing to the natural law of compensation—that the best comes to those who give 


out the best of themselves. 


The Mutual Life Insurance Company 


of New York 
New York, N. Y. 
GEORGE K. SARGENT 


2nd Vice-President 


34 Nassau Street 
DAVID F. HOUSTON 


President an ; 
Manager of Agencies 
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N Thirteen Years, the Missouri State 
Life has grown from One Hundred 
Million Dollars of insurance in force 
to over One Billion Two Hundred 
Million... It took twenty-four years 
to reach the first hundred million... 
The Company to date in 1929 is 30% 
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HILLSMAN TAYLOR, Presipent $1,200,000,000.00 
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THE TREND OF LIFE INSURANCE INVESTMENTS IN THE ERA OF THE SECOND 
HUNDRED BILLION 


An Address By 


Frederick H. Ecker, President Metropolitan Life Insurance Company, New York, Delivered at the Fortieth Annual 
Convention of the National Association of Life Underwriters, Washington, D. C., September 26, 1929 





show. 





Mr. Ecker, considered by many the foremost author- 
ity on bonds in this country, gives the case for bonds 
as against stocks. He knows his bonds, too, as a com- 
parison of the rate earned on the Metropolitan assets 
with that of any other of the largest companies will 








The foregoing title of my address was not one of my own choosing. 
I think it aptly decribes a topic which is of extreme importance to the 
business of life insurance and one which merits the attention of this 
organization. However, as I have studied the import of this title, I have 
wondered at the use of the word “era.”” That word, to my mind, means 
a long period of time. We are told that the second hundred billion of 
life insurance will have been issued by our American companies within 
the next ten or eleven years,—-a period not longer than the lapse of time 
since the signing of the Armistice. Therefore, in about ten years only we 
confidently expect to add an amount of insurance equal to that now 
in force after a history of more than three-quarters of a century of life 
insurance. 

The question then is as to the trend of life insurance investments in 
this exceedingly brief period. Should the character and the basic prin- 
ciples of life insurance investments be changed in so short a space of 
time? Should existing legislation be repealed, or modified, or made 
more elastic with respect to limitations on the investments which will 
have to be made before 1940? Speaking for myself, and with the back- 
ground of an active contact with life insurance investments of over forty 
years, I am not prepared to advocate any substantial change in the 
limitations which now prevail in the laws of some of our principal states. 

Only the other day, a gentleman of considerable prominence and a 
man much interested in the success of our company, though not an official, 
asked me if it would not be a good thing for our company to make 
investments in the common stocks of the big corporations whose pros- 
perity has been so outstanding in the past few years. The reply which 
I ‘made to him, somewhat elaborated for present purposes, is the prin- 
cipal theme of the discussion which I am privileged to present to you 
today. 

Your members are familiar with the purposes for which life insurance 
investments are held, but the layman may not know, and so it may not 
be amiss to say here, that such investments, almost to the extent of 
the entire assets of the companies, are held to meet the requirements 
arising out of the legal reserves which the companies must maintain. 
These reserves are calculated under requirements of law and with a 
degree of sufficiency which proves ample, on the basis of the expected 
death claims which must be paid from year to year, according to pre- 
vailing mortality tables, as well as maturing endowments, and on the 
basis of an expected compounding of interest from year to year. In 
other words, the entire policy obligations of the companies during any 
given year would require on such assumptions, that a certain sum of 
money be in hand, first, to pay the claims which shall currently arise 
during that year and, second, to build up a fund out of which future 
claims upon then existing policies can be paid. Funds which go to 
make up the assets of the companies, including their reserves, are derived 
from two principal sources, premiums received on old and new policies, 
and interest earned on investments which are made from time to time. 

Returning now to the topic which has been assigned us, we are told, 
as has been stated, that the second hundred billion of insurance in force 
will probably have been acquired by the year 1939 or 1940. The com- 
panies now have, including reserves of about fourteen billions of dollars 
for the hundred billions of insurance now in force and including reserves 
for current liabilities and contingencies, assets of about seventeen billions 
of dollars. In addition to the present reserves, a reserve must be ac- 
cumulated and held for the next hundred billions of dollars of insurance 
from time to time as such insurance is written during the next ten or 
eleven years. The actuaries tell us that this additional insurance will 
probably require a reserve of about ten billions of dollars. It must not 
be overlooked that the reserves on that part of the present hundred 
billion remaining in force must be increased while additional reserves 





must be set up on new policies written to replace the cancellations which 
may be expected in the existing hundred billion dollars by reason of 
deaths, maturities and lapsation. So it will be seen that the reserves 
on this one hundred billion dollars, together with replacements for can- 
cellations, will have grown at the end of the period to probably twenty- 
five billions. From these figures, we are told that the total reserves 
which will probably be held by the companies when the goal of two 
hundred billions shall have been reached will be approximately thirty- 
five billions of dollars. 

If each investment which we now hold should be continued until that 
time, we would nevertheless have to invest an additional twenty-one bil- 
lions of dollars, but even this does not complete the picture because we 
must take account of maturing investments both in the existing reserves 
and in those which will be established during the next ten years, which 
additional investment will probably amount to not less than fifteen bil- 
lions. 

For instance, my company, with assets now approximating three bil- 
lions, invests in each year about double the amount of the annual in- 
crease in assets. In our case the increase in real estate mortgages last 
year was $106,868,397.74, while the actual amount so invested was 
$222,308,067.21. The tendency to increase the term of real estate loans 
is offset by the growing practice of requiring semi-annual instalments in 
amortization of principal. There are other factors which have tended to 
shorten the term of life insurance investments such, first, as the uni- 
versal employment by railroads of equipment trusts as a means of 
financing the purchase of equipment, the notes given for the debt being 
arranged to mature in semi-annual or annual instalments over a period 
of from one to fifteen years or, second, the almost universal practice, 
compulsory by law in many states, of issuing county and municipal obli- 
gations to mature serially in annual instalments or, third, the tendency 
of public utility and railroad financing to take the form of bond issues 
running thirty to forty years in the case of utilities, and rarely over 
fifty years in the case of railroads, as against the former practice of 
railroads to issue bonds for one hundred or more years, as in the case 
of some of the best known issues, and finally, the fact that practically 
all issues of recent years carry the option of prior redemption. 

Hence, when we are considering the trend of investments up to the 
time when two hundred billions of insurance will be in force, we are 
considering the appropriate method of investing during the brief period 
of ten or eleven years the tremendous sum of something more than 
thirty-five billions of dollars. 

If time permitted, it would be interesting and informing to trace the 
trend of the investments of life insurance companies from the early days 
up to the present time. We would find a slowly awakening conscious- 
ness of the character of investments appropriate to life insurance. We 
would find, in the earlier days, mortgages, government and municipal 
bonds, and corporate obligations all having their vogue. We would find 
stocks viewed as an acceptable form of investment, only to be forbidden 
because of the abuses which were disclosed in the Armstrong investiga- 
tion. We might study the development of the laws of the different 
states governing such investments which, while not identical, contain 
principles in common. Obviously, the practice of the present must con- 
tinue to obtain with respect to the course which will be followed by the 
companies in the states where these laws exist, unless they are to be 
modified, and we must conclude, therefore, that this discussion should 
be directed to the question of whether any changes should be made. 

Nothing has ever happened in the past nor can conceivably occur in 
the future, to change the simple fact that life insurance investments are 
held to ensure the faithful performance of the life insurance contracts. 
There must always be funds in hand to pay obligations as they mature 
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TREND OF INVESTMENTS—Continued 
and to distribute in the form of equitably apportioned dividends to the 
policyholders such surpluses as may exist from time to time. We must 
have in hand, say ten years hence, assets consisting of securities of a 
sound character to the value, allowing for funds set aside for other lia- 
bilities than legal reserves and for surplus, of over forty billions of dollars. 

In making investments, company officials must unquestionably have in 
mind, in the order of their importance, first, safety, and second, invest- 
ment on a basis to yield as high a return as possible commensurate with 
safety. The investment policy must always be impressed with that 
primary obligation which life insurance executives have come to recognize, 
the public interest. 

The sacred character of the life insurance trust involves, in the highest 
degree, that great responsibility which is always imposed upon trustees. 
And so, such investments should comprise only those which are adequately 
secured and at all times protected by the subordinate interest of others 
in the nature of a secondary lien or of proprietary ownership such as to 
provide a cushion against loss. 

That income from the investments should be periodically distributed 
with substantial uniformity is a prerequisite. No income at all for a 
part of the time, or an income short of or barely sufficient to meet the 
interest assumed in constructing premium tables, will not answer. In 
this respect there is much similarity between a policyholder’s interest 
and that of a savings bank depositor. It would not do to invest the 
depositor’s money with little or no present income but with the prospect 
of an attractive profit some years hence which would be for the benefit 
of future, not present, depositors. And so, in life insurance, all policy- 
holders should be treated equitably with respect to their interest in in- 
vestments. 

The nature of the life insurance business is such that money must 
immediately be put to work. It should not be invested without return 
any more than it should be held indefinitely awaiting a more favorable 
opportunity which is anticipated. This does not prevent the exercise of 
judgment in selecting short or long term investments according to con- 
ditions obtaining at the time of the investment, but the dollar must 
always be kept productive, and the interest of existing policyholders 
must not be sacrificed or even postponed for the possible benefit of those 
who may be the policyholders at a subsequent date. Take, for illustra- 
tion, the unsuitability of such form of investment for a life estate. Sup- 
pese a testator leaves his property in trust, the income to be paid to 
his wife during her life, and upon her death the principal of the estate 
to be distributed to charities or distant relatives. It would be most 
inequitable to deprive the life estate of income in order to secure a gain 
in principal for the benefit of the remainderman, even assuming such 
gain would certainly eventuate. And so, in the case of the life insurance 
policyholder, it is not equitable, it is not sound insurance practice, to 
sacrifice the current income from the funds paid in by today’s policyhold- 
ers for the sake of possible, but uncertain, accretions to principal which 
would enure for the benefit of tomorrow's policyholders, when many of 
rx ceased to have an interest in 


~ 


today’s policyholders shall have died 
the company’s investments. 

Further, it is essential that investments of life insurance companies 
have fixed maturities. Normally the income of a going and growing com- 
pany exceeds its current payments, but, in case of an emergency, such as 
a pandemic, with which we have had a serious experience, or in case of 
any untoward circumstance necessitating having funds in excess of in 
come over normal disbursements, the company must not be subject to the 
hazard of an unfavorable market in time of need. Such situation is much 
less likely to arise where investments have been suitably chosen in a well 
balanced list of fixed maturities. It would be as inappropriate for a 
life insurance company, as for a commercial bank, to have its resources 
in frozen securities without maturity dates. 

Investments of the life insurance companies have come to play an 
important part in the economic welfare of the country. Always respon- 
sive to public need, outstanding was the support of the Government in 
the purchase of Liberty Bonds and incidentally in the use of the agency) 
forces in selling to the public the War Savings Stamps. Following the 
war, the companies gave much aid in the public interest, through mort- 
gage loans on construction, to provide shelter accommodation for both 
residence and business purposes. In a multitude of ways, not necessary 
to catalogue at this time, company resources have supported the enter- 
prises on which the nation’s prosperity rests. They constitute a reser- 
voir from which funds may be available not only in aid of the Federal 
Government, the states and political subdivisions thereof, but for al! 
sorts of public services, both for private corporations and for the under- 
takings of individuals. Business is supported on a credit structure. It 
is of vital importance in the public interest that these accumulations of 
the life insurance companies, assuming larger and larger proportions, 





should continue to be made use of in safe, sane and constructive ways 
in sustaining that structure. 

We are passing through a cycle of great expansion in volume of 
production, consumption and earnings, brought about by world conditions 
which it would be out of place to attempt to analyze here, and the public 
appetite for alluring profits to be derived from advancing prices in cor. 
porate shares has very naturally been whetted. Business is brisk, ang 
the profits are very properly going to those who take the risk. Just here 
lies the difference between investments by an individual or a corporation 
formed for such purposes and those to be made by a life insurance com. 
pany. Common stocks are inherently speculative. Profits are large i 
the enterprise is eminently successful, but, in the event of failure, losses 
may be correspondingly large, or even larger, since the entire value may 
be wiped out. Of a given number of enterprises started each year, a 
certain number fail. We are today riding on a high wave of prosperity. 
We want to foster it and to have it roll on, but we do not entirely forget 
that there will always be an ebb and flow of the business tides. The 
curve of advancing prices has, in the past, invariably been offset by 
cycles of declines of equal degree. 

I do not intend to disregard the steady advance which has taken place 
over a long period of years, nor the spectacular increase of the more 
recent years in the wealth of American institutions. Nor is it intended 
to question the wisdom of those who would have a slice of American 
prosperity. Here and there an individual has made a fortune by pu 
chasing a winner. Those are exceptional cases, probably not altowether 
uncommon. It would be easy to select from the list of stocks actively 
dealt in, many which, ii bought a few years back, could now be sold at 
a handsome profit, as for instance, I have in mind an actual transaction 

an investment made just thirteen years ago of $10,360, increased by 
the exercise of rights to $13,295, in the purchase of the common stock 
of one of the Standard Oil Companies which now has a market value of 
around $40,000. The increase in market value was not gradua! and 
uniform from year to year. There were actually times in the period when 
the original purchase price could barely have been realized. The income 
of less than four percent on cost during most of the time has been the 
same as in the beginning. Only recently has it been slightly increased 
This particular transaction was in the common stock of one of the very 
best of the oil companies. During the same period many other corpora 
tions, similarly engaged, have not succeeded. It may be said that oil 
is a precarious business, that in the producing game, drill tests find fou 
dry holes to one productive, yet it should be observed that dry holes or 
barren results are not confined to the oil business, and it should also be 
noticed in this instance that the profit could be realized only through 
selling the stock. 


Here and there individuals, having the means to diversify th: 


ings, have made a fortune. They have been able to work on averages 
We in the insurance business better than many understand the law ol 
averages. Buying equities, in the parlance of the day, is the method 
of participating in the growth and prosperity of the country No one, 
certainly not the speaker, would fail to recognize the wisdon i sucl 
an investment policy—-adhering to the fundamental industries of th 
nation——for an individual or for a corporation, investment trust. it 
what you will, organized for the purpose In the last analysis, it is 
dealing in commodities or services, the business of buying and selling 
profit, but this is wholly foreign to the business for which a life insw 
ance company is organized. 

In volume, the asset holdings of life insurance companies ar stly 
those of mutual companies whose assets are entirely held for the policy 
holders. Of the relatively small part held by stock companies, the entire 
reserves certainly, and a part of the surplus equitably, are held | pol 
icyholders. ‘These funds are entrusted to the management fo very 
definite purpose under the provisions of a definite contract, and even 
the best of intentions on the part of management furnish no excuse tor 
using the funds paid in by policyholders in an effort to make money 
through engaging, directly or indirectly, in other forms of business 


which, in the last analysis, is precisely what results when common stock 
equities are purchased out of life insurance funds. 


In periods of advancing prices or of inflation, the individual! ma) 
wisely seek investments of a character calculated to offset declin the 
purchasing power of money, but insurance policies are not bought with 
that in view at any time. There should be no possibility of 
disappointment in the policy contract or of the realization of the | se 
for which it was taken. That this subject is now attracting considerable 


attention is evidenced by the able address delivered by Hon. Albert (on 
way, Superintendent of Insurance of New York, before the meet! of 
the National Convention of Insurance Commissioners at Toront n 
September 19th. 

Even the laws defining the classes of bond investment permissi! for 
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THE BUILDING OF A CLIENTELE 


By EDWARD W. 


MARSHALL 


Actuary, Provident Mutual Life Insurance Company of Philadelphia 
(From an address given at the Company’s recent General Agents’ Convention) 


to which we can give our attention. It is 
recognized that the greatest asset of a life insurance company is 
the body of old policyholders who stand back of the company 
with their good will and furnish a constant of further 
new insurance. To maintain and enlarge an active and profitable 
group of clients is of the essential tasks in the life 
business. 


— proper building of a clientele is one of the most im- 
portant subjects 


source 
one most 
insurance 
In view of these facts, it would be very helpful to us all to 
know how well our agents have been building their clientele. 
For example, of the new clients you insure for the first time 
this year, how many do you expect to write for more insurance 
in the future? What percentage of your policyholders never 
take any further insurance at all? Is there any way by which 
you could largely eliminate the future canvassing of unprofitable 
clients, so that you could concentrate most of your time and 
energy on prospects who will be a greater asset to you and the 
Company ? 

To answer some of these questions we have made an investiga- 
tion which has produced some exceedingly instructive and useful 





TREND OF INVESTMENTS—Continued 
life insurance companies have been susceptible of abuse in the case of a 
How difficult it 
would be to make definitions permitting investment in the soundest of 


few companies unscrupulously managed. much more 
common stocks which would not open the door to ill advised speculation 
in unsound stocks. 

Fidelity and 


responsibility of 


of those charged with the 
always be the 


good judgment on the part 


making life insurance investments must 
hest assurance of protection of the policyholder, though regulation and 
supervision, of course, serves a useful purpose. 

It is our business to strive to reduce the cost of insurance. Improve- 
ment in mortality is important. Progress in efficiency of operation in 
the pure mechanics of the business is constantly going on, and to seek 
improvement in interest earnings in our legitimate field of investment is 
an obligation of management. 

There is nothing in the present outlook to give rise to any misgiving 
over our being able to continue to find investments in such field notwith- 
growing requirements, and at satisfactory 


standing our tremendously 


rates of return. Life insurance funds are predicated upon a certainty of 


in an eventuality named in tHe contract. So far as possible 
the element of chance should be eliminated and the funds should not be 


In other words, there is a place for 


payment 


subject to the hazard of speculation. 
the employment of the accumulations of life insurance companies in the 
sound economics of our business affairs, the importance of which can- 
not be overestimated. Until the world is ready to conduct business with- 
out credit, funds of this character are a necessity, and the withdrawal of 
the life insurance companies from the present field of investment would 
he bound to have a disastrous effect on existing prosperity. In view of 


the increasing magnitude of such funds, now approximating the 


Government debt and being much more than doubled every decade, this 


even 


becomes a factor of importance second only to the factor of safety in 
making such investments. 

The natural law of supply and demand should be allowed freely to 
Money will always find its 


operate in directing the use of these funds. 


way into appropriate enterprises having regard to their importance to 
the public interest and to the localities where most needed in the develop- 
than in the older 
which are Only one state in 
the Union has essayed a compulsory investment act and, in consequence, 


its citizens for years paid the penalty of a larger interest rate than their 


ment of the natural resources of the country rather 


communities lenders and not borrowers. 


neighhors. 

The trend of life insurance investments in the era of the second hun- 
hillion will, I think, be in the direction of choosing securities that 
are best adapted to the requirements of the business from the standpoint 


dred 


of saiety, interest return and maturity. Consideration of the sacred 
nature of the trust cannot be overemphasized. That nothing shall im- 
pair the integrity and absolute reliability of the contracts is imperative, 


and the public confidence, now so fully enjoyed, must never be shaken. 


Not! in the nature of an undue risk or of a speculation should be 
tolerated. Our executives will continue to be mindful of these consid- 
erations and there will be a constantly growing recognition of the neces- 
sity {or wise and constructive use of life insurance accumulations in the 
interest of the public as well as the policyholder. 








results. We have studied the new business of the first half of 
1923 on new policyholders who had no previous Provident Insur- 
ance in force. These individuals thus represented new Provident 
clients. The subsequent Provident insurance taken out since 1923 
by these clients has also been tabulated so that the success of 
the Provident agents in procuring repeat orders can be measured. 

We realize fully that six years from 1923 to 1929 is too short 
a period from which to draw a complete picture regarding repeat 
orders. However it seems unlikely that we can expect much insur- 
ance in the future from those individuals who have not given 
us any repeat order whatever in the last six years. We believe 
that the investigation will give quite suggestive results as it 
is, and that several important conclusions can be drawn from it. 
A summary of the facts for the company at large is given in 
the following table. 


Table 1—Repeat Orders from Clients First Insured in First 
Half of 1923 





Average 
Amount 
Number of Amount of per 

Clients Insurance Client 

Original orders in 1923 6,370 $24,406,000.00 $3,830.00 
Repeat orders: 

Dn. te’ bales bd de t.eoe een 210 1,115,000.00 5,310.00 

bs ois cobs ctbwedd ctaven 362 1,801,000.00 4,970.00 

SE “odd dhie swe gbe60e0eeest 323 2.061,000.00 6,380.00 

SD) ckead oo vd ve c06 adueed 298 1,917,000.00 6,430.00 

Diittpvehsatenseees suaces 245 1,565,000.00 6,390.00 

Se dntbrassé4peecegoeadséee 233 1,730,000.00 7,420.00 

EE ee ere 125 1,290,000.00 10,320.09 

Total repeat erders to date 1,796  $11,479,000.00 $6,390.00 

Without repeat orders 5.049  $18,066,000.00 $3,580.00 


You will see that 6.370 new clients took a total of $24,406,000 
with us in 1923, and out of the group repeat orders 
to date totaling $11,479,000 insurance have resulted, or 45% of 
the total original insurance. Note that the number of repeat 
orders in each year since 1923 has gradually diminished, but that 
the average amount of the repeat order has gradually increased. 
The repeat insurance each year is still averaging 7% or 8% of 
the original insurance. 

The most surprising discovery is that 5,049 or 79% of the 6,370 
new clients have not taken any subsequent insurance whatever 
All the repeat orders came from only 21% of 
the original policyholders. Where are the other 799%? Are they 
clients of other life insurance companies? Is it possible that 
many of them were fully insured for life after the Provident 
agent was done with them? Were some clients of such a low 
financial status that they could not afford to buy more insurance? 
What is wrong with our follow-up of these clients that only 
21% have bought more insurance from us? A like situation 
must evidently exist among life insurance companies generally, 
as there is no company with a more loyal and satisfied group of 
Clients than ours. (Since this address was given, another com- 
pany learning of the results has investigated its records and has 
found practically the same situation regarding repeat orders.) 
Our percentage of new business obtained from old policyholders 
is comparatively high. Thus the reason for this condition must 
be of fundamental importance. 

In an endeavor to answer these questions, let us first study 
the occupations of the 1923 new clients. This has been done 
in Table II headed “The Relation of Occupation and Clientele” 


insurance 


in this Company. 


which you will find on the next page. The occupations are 
listed in detail, and in addition, they are collected into several 
occupational groups which are designated as A, B, C, or D 


according to the profitableness of the clientele obtained. 

In the first two columns of Table II are shown facts regarding 
the original 1923 insurance for each eccupation. Notice the large 
size of the average original order per client for the Group A 
occupations near the top of the list. Also notice how small these 
average amounts become for the Group D occupations toward the 


foot of the chart. 


Continued on page 471 
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is IN a position to equip its Field Men in an unusually fine manner. 











a 


Among other things it offers: 


Unexcelled Service 7. Accident and Health Insurance 
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—_ ee on" : ., |Males 9' to 65 

. ical Insurance—Males and Females 8. Age Limits on Examined Risks 4 ,;. 7 
Females 91 to 60 

3- Insurance for Sub-standard Lives 9. Mail Advertising Service 

4. Disability—Three Clauses 10. Correspondence Course 

5- Double Indemnity 11. Personal Contact 

6. Salary Savings Insurance 12. Guaranteed Low Premium Plan 
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BUILDING A CLIENTELE—Continued 


The second two columns headed “Repeat Orders to Date” give 
very important information. The column headed “% of Original 
Clients Repeating” is particularly interesting because it gives for 
each occupation the percentage of the original number of clients 
which took any further insurance later on. This column shows 
tne relation of occupation to a permanent, active clientele. A 
wise agent chooses his prospects not only to insure them now, 
but to secure future additional insurance from them and their 


{ 


| 
| 


| likely to take more insurance later on. His occupation is usually 
more stable, he is often more experienced and open-minded to 


| business suggestions. He is decidedly a better present and future 


prospect for insurance. 

The fourth column showing the average size of the repeat 
orders, tells an instructive story. The Biblical saying, “To him 
that hath shall be given,’ applies with particular emphasis to 
the repeat orders of these clients. In all cases where the original 
group of policyholders purchased the larger amounts of insurance 
on their lives, the average amount of the repeat order was of 


associates. 

You will see that the higher percentages of repeat orders 
appear in the occupations near the head of the list. A client 
who can buy the largest amount of insurance now is much more 


| very substantial size and usually larger than the original order. 
As our clients climbed the financial ladder, their subsequent in- 
surance increased proportionately. 








Table Il—The Relation of Occupation and Clientele 





—_—— 








Original Repeat Total of Original 
-— Order in 1923——_=-—Orders to Date— -—and Repeat Orders— > 
Percent Average 
Average of Original Average per 
No. of Order Clients Repeat Total Original 
Occupation in 1923 Clients per Client Repeating Order Insurance Client 
Group A: 
i Cy... os uc deccwocsobes cdesbevet 739 $9,150.00 28% $11,040.00 $10,171,000.00 $13,770.00 
i Se oot ee oe ie di bbcbubaccasuetevebecatote 74 6,340.00 46 7,730.00 1,010,000.00 13,650.00 
ee nn ioe so. 6 bbb one cued cecesdadbaabtebec 62 6,710.00 31 7,470.00 640,000.00 10,320.00 
Lawyers, doctors, scientific professions .............s+. 567 5,080.00 27 8,480.00 4,685,000.00 8,270.00 
i. Gin” vo tccchs eubehobs sedeh dee 06 66 cbéetoedesoeae 443 4,870.00 23 7,750.00 3,257,000.00 7,350.00 
ne Geen ‘acocasdccébbbudstesesbssveceekedetdecs eece 386 3,510.00 32 6,920.00 2,501,000.00 6,480.00 
Group B: 
ee oe ec ae 1,288 2,640.00 22 4,320.00 5 ,064,000.00 3,930.00 
PO “v2 t 6540. 0h cnekad o dudebadenbeteeseuates suse 434 2,570.00 24 3,570.00 1,573,000.00 3,620.00 
DN ccs ced pon Swatedees stescddsevescedsdiees : 86 2,790.00 17 3,220.00 298,000.00 3,460.00 
Group C: 
ES Ee ae ee re ee a ars 223 2,960.00 6 5,410.00 752,000.00 3,370.00 
Teachers, clergymen, trained murses ..........cceccecees 422 2,870.00 11 3,280.00 1,400,000.00 3,320.00 
Farmers, excluding farm laborers .............ccceeecces 346 2.750.00 9 2,820.00 1,045,000.00 3,020.00 
En eT a te Te ot a SSO 2,290.00 17 3,190.00 2,602,000.00 2,950.00 
Group D: 
a, San... can che win oes o eee densaenectseen 213 2,020.00 9 1,410.00 461,000.00 2,160.00 
Unskilled workmen and laborers .........ccccccccccccs 207 1,740.00 9 3,300.00 426,000.00 2,050.00 
Summary : 
PT Mr hi cine hguh poadub ae 660 c0ccod be bccecéuedeveteetun 2,271 $6,180.00 28% 8,840.00 $22,264,000.00 $9,810.00 
TD a es on a nc shanwepeauawen 1,808 2,630.00 22 4.110.00 6,935,000.00 3,840.00 
a a 1,871 2,590.00 13 3,290.00 5,799,000.00 3,100.00 
Dn tthe hone dd dddsadbeebccdééaton sd cbc tuk déecweck ve 420 1,880.00 9 2,310.00 887,000.00 2,110.00 
EELS ep Pep ee ae em ee eR eR AP ae 6,370 $3,830.00 21% $6,390.00  $35,885,000.00 $5,630.00 
The last two columns headed “Total of Original and Repeat In order to draw useful conclusions from Table II, let us 
For example, focus our attention on the summary for the groups A, B, C 


Orders” reveal clearly the value of a good clientele. 
in the “Owners, Officials and Managers” group, the total of the 
insurance issued to date including repeat orders is $10,171,000 
or an average of $13,770 for each of the original 739 clients in- 
sured. On the other hand this average is only $2,050 for “Un- 
skilled Workmen and Laborers,” a tremendous difference indeed. 

Some very helpful facts may be found if the individual occupa- 
tions are studied carefully. For example, the occupation “In- 
surance Agents” not only is high up on the list, but it has the 
highest percentage of repeat orders of any occupational group. 
(As the original insurance is still in force in normal amount, these 
repeat orders represent bona fide additional insurance.) Our 
agents evidently believe thoroughly in their own goods and prac- 
tise what they preach to a marked degree. The percentage of 
repeat orders is surprisingly low among farmers (only 9%) and 
quite unfavorable among teachers, clergymen, trained nurses and 
housewives. 

It is evident that the average farmer has been going through 
a period of business depression. He usually buys only a small 
amount of life insurance and in comparatively few cases does he 
take more insurance later on. From other sources we learn that 
the lapse rates among farmers are much greater than the average. 
The expense of canvassing farmers is rather high due to the 
comparatively long distances which must usually be covered by 
the agent. While there are of course many exceptions, the in- 
dications are that, as a class, farmers have not been very profit- 
able clients in recent years. 





and D at the foot of the sheet. There are some valuable lessons 
in it regarding the building of a profitable clientele. 

The clients in group A occupations constitute the cream of our 
business. Here is a very important group indeed, because about 
two-thirds of our new business comes from it. It is not a small 
group, because it contains 2,271 of the 6,370 clients tabulated 
in the investigation. No one will argue with me if I urge him 
to write as many clients in this group as he possibly can. 

The occupations in group B and group C have much in com- 
mon. The average amount of the original order in 1923 was about 
$2,600 in each group, a rather small amount. The great difference 
between the two groups, however, is that the average amount 
of insurance per repeat order in group B was much larger than 
in group C, and the percentage of the original clients taking 
repeat orders was nearly twice as large in group B as in group 
C. In other words, group B contains more of the clients who are 
likely to grow financially and to take more insurance later on. 
Thus group B prospects are quite worthy of attention in most 
cases. 

One of the important lessons to be learned from Table II is 
the fact that clients in group C occupations are relatively un- 
favorable material on which to build a clientele. Only 13% of 
them have taken any further insurance to date! Just think of 
the thousands of follow up calls spent uselessly on many of the 
remaining 87% who have not given us any repeat order in six 

Continued on page 473 
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BUILDING A CLIENTELE—Continued 
years! Even in those cases where the agent was successful in 
writing more insurance the average amount of the repeat order 
was comparatively small. An agent must be very careful to see 
that he is not spending any substantial part of his time can- 
yassing clients in this group, or he will be unlikely to build a 
profitalle clientele, 


Of course it is dangerous to draw too sweeping conclusions from 
these facts. Undoubtedly there are some of the clients in group 
(who will take out substantial amounts in the beginning or later 
on, Tlowever, the most wise discrimination must be used by 
the agent before planning a systematic canvass among prospects 
in this group. He must be careful to confine his canvassing 
efforts to those clients who will be likely to take a substantial 
amount of insurance in the future if they cannot do so now. 


The farmer, teacher, or skilled workman of the type who can 
buy only $1,000 or $2,000 insurance at this time and is not ex- 
pected to increase this amount, should only be canvassed as an 
incident. The agent’s main energies should be devoted to inter- 
viewing clients in the occupational groups A and B. 


The successful agent spends almost all of his time on his larger 
eases. lis small policies are usually a by-product. Many of 
them are on the lives of sons of his larger policyholders. In other 
words, the small policyholders he writes are the ones who are 
likely to become larger policyholders later on. In this connection 
the following comparison will be of interest. 


Table I1l—The Relation of Amount of Original Insurance 
and Clientele 
% of Original 
Clients Repeating 


Average 
tepeat Order 


Amount of Original 
Order in 1923 


S1.500 or under In $2,370 
1LOOL to $4,009 1) 3.630 
5OOO to 8.000 par | 7.500 
10,000 to 24,999 32 12.600 
25,000 to 49.0090 3 92 710 
NO.000 or over 18 54.290 


Only 15° of the original clients buying $1.500 or less insurance 
in 1923 have taken any more insurance to date, while 39° 7 of those 
buying $25,000 to $49,999 insurance in 1923 have given repeat orders 
averaging $23,760 each. 

We often hear it stated that policyholders who can buy only 
$1.00 insurance today are profitable clients because of the larger 
amounts of insurance which they often take later on. The facts 
show that we have been unduly optimistic. We find on looking 
into the matter in greater detail that only 9° of the clients origin- 
ally buying $1,000 insurance in 1925 have subsequently bought in- 
surance totaling $2,000 or more. Furthermore, only 3° of the 
clients have subsequently bought at least $5,000 insuranee with us. 
Once in a while the lightning strikes and a $1,000 prospect is able 
line later on. But the statistics show that almost 
clientele. 


to buy a large 
all of the $1,000 clients do not contribute to a profitable 

Our most fertile field for development is among the prospects 
who can buy policies of from $5,000 to $25,000 insurance. Here the 
market is large, there are plenty of prospects of this type to be 
found, and the return for the effort is really worthwhile. The 
business produced forms the backbone of our Company. 

Put your efforts on clients whose occupations fall in groups A 
or BL, with a small proportion of selected clients from group C. 
Prospects falling in group D should be practically eliminated from 
consideration and only a very occasional client insured as an inci- 
dent. During the first six months of 1929, 21° of our policies writ- 
ten were for less than 32.000 insurance, but only 4% of the Com- 
pany’s production came from these policies. Let us cut our number 
of $1,000 policies in half and write only those prospects who will 
reilly contribute to the building of our clientele. This course 
would be most profitable to our agents and Company alike. 

fecent investigations have shown that $1,000 policies are a great 
burden on the Company's dividend-earning power. The overhead 
expense on a $1,000 policy is nearly as great as on a $25,000 policy. 
As a result, at the end of twenty years a $1,000 policy has caused 
a very large deficit, while a $5,000 policy has earned a substantial 
Thus the raising of our sights increases our Company's 
At every 


surplus. 

juality, as well as helping the growth of our clientele. 

point it is of great advantage to our agency force. 
These factors have an important bearing on the selling plans of 





LIFE INSURANCE SALES 


September Ordinary Up Fourteen Per Cent 
5.5 Per Cent More New Life Insurance in First Nine Months of 
1929 than in Corresponding Period of 1928—11.7 Per Cent 


Decrease for September 


The production of new life insurance by United States 
companies was 5.5 per cent greater for the first three- 
ao of this year than for the corresponding period of 
1928. September of this year shows a decrease of 11.7 per 
cent over the same month of 1928 due to a Satta off of 
group production. These facts are revealed by the Associ- 
ation of Life Insurance Presidents. The compilation aggre- 
gates the new business records—exclusive of revivals, in- 
creases and divided additions—of 44 member companies, 
which have 82 per cent of the total life insurance outstand- 
ing in all United States legal reserve companies. 


For the nine-month period, the total new business of all 
classes written by the 44 companies was $9,556.497,000 
against $9,058.080,000 during the same period of 1928—an 
increase of 5.5 per cent. 


New Ordinary insurance amounted to $6,548,827.000 
against $6,061.771,000—an increase of 8.0 per cent. Indus- 
trial amounted to $2,174,377,000 against $2,009,999.000—an 
increase of 8.2 per cent. Group amounted to $833,293,000 
against $986,310,000—a decrease of 15.5 per cent. 


For the month of September, the total new business of 
all classes was $904,996,000 against $1,011,004,000 during 
September of 1928—a decrease of 11.7 per cent. New 
Ordinary insurance amounted to $608,839,000 against $534,- 
112.000—an increase of 14.0 per cent. Industrial amounted 
to $221,006,000 against $198,949,000—an increase of 11.1 per 
cent. Group amounted to $75,151,000. a decrease of 73.0 
per cent as compared with the $277,943,000 during Septem- 
ber of 1928. which was the largest amount of Group insur- 
ance during any September and, with one exception, the 
largest amount ever produced during any month. 


LIFE PRODUCTION FIGURES—NEW YORK CITY 
Month of September Totals from Jan. 1 
Agency 1928 1929 1928 1929 
Mutual 
Ives & Myrick 
Penn Mutual- 
J. Elliott Hall .... 2,372,820 
Mutual Benefit 
teers & De Long... 
Aetna—R. H. Keffer 
Conn. Mutual— 
Fraser Agency 
Mass. Mut.- 
Patterson Agency 
State Mutual 
Frank W. Pennell.. 


$2.536.406 $3.771.300 $33.414.727 $37.324.S07 


2.311,67 26.609, 572 "7.980.969 
1,925,500 23,244.443 24,432.400 
1,721,254 24 242.092 28 509.598 


to 


654.875 
871.150 


to 
; 


536,100 1,537,000 18,026,700 21,929,070 


ss 


-Keane- 


1,041,033 1,429,364 10,325,726 15.749.638 


300,000 703,500 3,896,000 5,245,660 





our present field force. They also indicate that our general agents 
will need to be still more careful in their choice of special agents. 
sirds of a feather flock together in life insurance canvassing as 
much as in other fields. Be sure that your new special agent has 
the capacity to approach men in the occupations from which the 
more profitable clients come. Impress the new special agent with 
the costliness of spending too much of his time on clients whose 
occupations fall in groups C or D. Finally, keep a close watch 
on the size of the policies written by each of your agents, and 
satisfy yourself that practically all of the small policies written 
are actually on the lives of clients who should be able to give 
substantially larger repeat orders later on. 


In our daily work we are forming the substance of which the 
Provident of the future will be largely composed. Let us be 
master workmen so that our contribution to the Company’s future 
clientele will be of the very best. 
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DISABILITY PREMIUMS AND RESERVES UNDER POLICIES PROVIDING FOR MONTHLy 
INCOME AT DISABILITY 


An Address by 
Arthur Hunter at the Joint Meeting of the Actuarial Society of America and the American Institute of Actuaries. 


HE problem of determining adequate premiums and reserves 

for disability benefits in connection with life insurance policies 
is complicated by reason of the short experience under modern 
forms. The adequacy of the premiums cannot be determined 
from the “Gain and Loss Exhibit’ as the provision for future 
payments to disabled lives, the reserve for active lives and the 
liability for claims incurred but not reported, may not be ade- 
quate or may be excessive. The account of income and disburse- 
ments with provision for these reserves, which many companies 
keep, is also affected by the fact that the initial commission may 
not be amortized for three or four years, thus showing a loss 
in the early years of experience although the net premiums may 
be adequate. With a view to shedding some additional light on 
the question of adequate premiums and reserves, the experience 
of the New York Life Insurance Company under the 90-day 
clause is now published, covering over three times as many 
claims as in the Inter-Company investigation of 1925. Before 
stating the basis of this experience, it may be desirable to discuss 
briefly the conditions which must be known before the results 
ean be properly judged. 
“1. What are the policy conditions? Do they provide for a 
presumption of disability after a certain period of total disability, 
say three months; or must the insured be totally and presumably 
permanently disabled, the office practice being to consider six 
months of total disability as permanent if the insured is not then 
recovering? Are the benefits retroactive? 

2. What payments are made during disability,—a monthly 
income of 1% or 2% of the sum insured, or an income increasing 
with duration of disability? Is the gross contract premium 
waived, or only the net? 

3. Are the conditions of the policies interpreted very liberally 
at the present time, or have they been so interpreted during a 
period in the past? What proportion of the claims are approved 
as “permanent” before the expiration of the waiting period? 

4. Is the insured granted disability benefits if he makes appli- 
cation one month after recovery or at any time after recovery, 
or are no benefits allowed if application is made after he has re- 
covered ? 

5. Are no disability benefits allowed after death if application 
has not been made by the insured during his lifetime; or are all 
claim papers reviewed to determine the cases under which the 
benefit would have been allowed if the insured had applied for it 
during his lifetime? 

As the result of the various conditions which have been briefly 
outlined, the experience of one company may not be a guide to 
another, but there is also a similar difficulty in combining the 
experience of a number of companies. We venture, however, to 
give our experience with the knowledge that adjustments. can 
be made to meet the conditions in many companies. 

Basis of Disability Experience 

In the beginning of 1921 the Company commenced to issue poli- 
cies providing for a monthly annuity of 1% of the face amount 
together with waiver of gross premium on total and permanent 
disability, with the assumption that three months of total dis- 
ability constituted permanent disability. The first monthly pay- 
ment was at the end of three months, unless disability was con- 
sidered permanent prior thereto. 

In the beginning of 1926 the Company began to issue policies 
under which the payments were made from the beginning of 
disability in all cases, so that the initial payment at the end of 
three months, if not approved as permanent prior thereto, would 
be $30 per $1,000. For the first half of the period from 1921-28, 
payments after recovery were made freely, but have been greatly 
restricted in the latter half. The same genera] treatment existed 
with regard to death losses. This should be kept in mind, be- 
cause, as will be shown later, the cost for the issues of 1926-28 
has been higher than for the issues) of the preceding period, not- 
withstanding the very liberal treatment of policyholders prior to 
1926, such as had not been contemplated when the premium rates 
were calculated. Accordingly, the experience under the issues of 
1921-25 has been kept separate, throughout the study, from the 
experience under the issues of 1926-28. 

The total exposed to risk and the total claims, both by number 
and amount are now given: 





MEN WOMEN 
Exposed Disability Exposed Disability 
to Risk Claims to Risk Claims 
Issues of 1921-25 
Number ... 2,631,032 11,368 - 398,780 3.214 


Amount ... $7,765,265,400 $38,181,138 $697,202,500 $7,040,166 
Issues of 1926-28 


Number ... 569,516 2,57 138,917 1,051 
Amount ... $1,732,177,900 $9,178,631 $227,858,200 $2,175,392 


The histories were carried to the 3lst of December, 1928 ai 
claims approved to the end of April, 1929, being included. Allow. 
ance has, of course, been made for other disability claims oceyr-. 
ring prior to the end of the year but not included in the observa. 
tions. One company has stated that the average period between 
the date of notification of claim and the beginning of disability 
was eight months. Such period must vary in different companies, 
as it depends upon a number of factors. Where the benefit is 
relatively small and has been made retro-active to all existing 
policies, delay in filing claims would be due not only to the 
smaller value of the benefit, but also to ignorance of the existence 
of the disability provision. The delay would also depend on 
whether the income payments begin on receipt of due proof from 
the original date of disablement or at the end of a waiting period. 
The period elapsing between the date of disability and the date 
of approval is really in the nature of “in course of settlement,” 
rather than “unreported” when the definition of the date of 
disability is the same as in the Inter-Company Disability In- 
vestigation of 1925, to wit, “. . . the date as of which disability 
was presumed by the Company to be total and permanent.” The 
adjustment for unreported claims should therefore be consistent 
with the definition of the date of disability in the approved 
claims of this study. 

A tabulation of 2,246 policies approved for claims in 1927 with 
the 1% monthly benefit, showed that 24.7% were approved more 
than four months after the date of disability, and 1.6° more 
than one year thereafter. An analysis of 6,019 such claims ap- 
proved in 1928, showed that 19.7% were approved after four months 
and .9% after one year from date of disability. The following 
table indicates the average period elapsing between the date of 
disability and the date the claim was approved under the latter 
group of policies: 


Period Elapsing from Date of Disability to Date of Approval 
by Company in 1928 


(Based on Records of 6,019 Policies) 


Months From Percentage of 
Date of Disability Total Claims Approved 
4 and less 80.3% 
5 5.8 
6 3.7 
7 3.8 
8 2.7 
9 1.4 
10 7 
11 4A 
12 3 
More than 12 mB | 


100.0% 


By means of this table adjustments were made for claims that 
would be approved after April, 1929, with a date of disability in 
1928 or prior. 

There were included in the data policies providing for disability 
benefits increasing with duration, since preliminary tests showed 
that under these policies the experience was practically the same 
as that under policies with the uniform monthly payment. 

The termination experience among disabled risks has been 
supplemented by the data for the third and succeeding disability 
years under policies issued from 1916-20 providing for an annual 
payment of 10% of the face amount commencing on the first anni- 
versary after the premium was waived. Termination rates under 
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the latter were not materially different from those under present 
forms after the second year, and enabled us to extend our rates 
based on experience to the end of the eighth disability year, the 
rates being run into Hunter’s after ten years. 

As the rates of disability were higher by amounts insured 
than by number, and as the rates of termination did not offset 
this difference, the premiums are based upon the experience by 
amounts insured, excluding the first policy year. This is con- 
gervative, as the rate of disability in that year is lower than in 
subsequent years, 


| 


NEW YORK INSURANCE DEPARTMENT 
Adopts Standard Disability 
This Department has announced that its approval of 


_all Total and Permanent Disability provisions in con- 


nection with life policies has been withdrawn as of 


| June 30, 1930 by which date companies must have in 


As a recital of the methods used in the preparation of the | 


statistics and in the graduation might confuse the issue, I have 
asked Mr. J. T. Phillips to present these matters in a separate 
paper. I shall therefore deal principally with the main results 
ef the investigation. 


Rate of Disability 

The rates of disability were prepared on the basis of both 
number of policies and of amounts insured for the three princi- 
insurance,—Ordinary Life, 20-Payment Life and 
”-Year Endowment. It was evident that rates by amounts were 
higher than by policies, both for groups of ages and for all 
ages combined. The following table gives the rates on men for all 
ages combined for each of the first four policy years compared 
with Class (3) rates of the Inter-Company Investigation and those 
from the Mutual Life experience: 


pal plans of 


Unadjusted Rates per Thousand of Disability—Men 
All ages at issue combined 
By Policies By Amounts Insured 


Policy Class Mutual New York Life Mutual New York Life 
Year (3) Life 1921-25 1926-28 Life 1921-25 1926-28 
Ist 3.0 2.8 3.0 3.8 3.2 3.3 4.4 
2nd 4.5 3.5 4.6 5.5 45 5.1 6.4 
3rd 5.1 4.2 4.7 5.55 4.7 5.4 7.2 
4th 4.9 5.0 4.8 —- 6.7 5.5 _- 


It will be shown when discussing the resulting premiums that 
the lower rates of disability in the Mutual Life experience than 
those of Class (3) and of the New York Life do not mean lower 
net premiums because the rate of termination is a vital factor. 

As the foregoing rates for all ages at issue might be affected 
by a different age incidence, the rates of disability for decennial 
groups of ages and by duration of claim are later given. A 
synopsis by age on the basis of policies is first submitted, how- 
ever, for all years combined, excluding the first, in order that the 
increase or decrease by age may be indicated. 


Unadjusted Aggregate Rates of Disability—Men 
All policy years combined except the first year 
Based on Number of Policies 


Age at New York Life 
Disablement Class 3 Mutual Life 1921-25 1926-28 
15-24 $4.28 $3.12 $3.54 $4.21 
25-34 3.96 2.82 3.95 4.77 
35-44 5.05 4.17 5.41 6.62 
45 and over 7.50 7.52 9.49 10.66 


It should be noted in studying the above that the rates for 
Class (3) and those of the Mutual Life cover the experience for 
the 2nd to the 4th years inclusive, the rates of the New York 


Life (1926-28) for the 2nd and 3rd years only, while those of the | 


New York Life (1921-25) show the results for the 2nd to the Sth 
policy years inclusive. 
much greater amount of data in the present experience than in 
the other two experiences. 

Before showing the graduated rates of disability, attention may 


Consideration should also be given to the | 


be given to the mooted question of the increase in the rate of | 


disability with increasing duration of the policy. After the first 
policy year the rate would be expected to increase with duration, 
or age, in the same way as a select table of mortality. 

Except at the older ages, however, there does not seem to be 
an increasing rate of disability for the second to eighth years. 
At the younger ages the effect of a severe selection against the 
companies might result in a practically constant rate for a 
humber of years after issue, but at the older ages the natural 
increase in the sickness rate would be expected to offset such a 
selection in a very few years. The experience of the New York 


their Disability Clauses the requirements of the stand- 
ard provisions adopted at the meeting of Insurance 
Commissioners in September. The States of Arkansas, 
Massachusetts and Missouri have also adopted the 
standard clause while lowa is not making it a require- 


ment. 
Creditors’ and Debtors’ Group Life Insurance 
The Department has modified its ruling regarding 


this type of insurance and has promulgated minimum 
gross premiums for certain classes, as follows: 


Tentative 
Initial 
Average 
Premium 
Class Minimum Annual Per Month 
Rate per $1000 per $1000 
Borrowers from banks on un- 
secured paper, repayable in 
ND soe ian tc awh ee Standard $2.00 $1.00 
Employees purchasing stock 
from employer ............ Standard 1.00 
Purchasers of merchandise... Standard 2.50 1.05 
Purchasers of securities (other 
than employees purchasing 
employer’s stock) or bor- 
rowers on mortgages repay- 
able in iristalments. ........ Standard 3.00 1.10 





Life may be judged by the following brief synopsis based on the 
number of policies under the issues of 1921-25, carried to the 
end of 1928: 4 
Unadjusted Rates of Disability—Men 
Based on Policies—Issues of 1921-25 


Ages Policy Year 

at issue Ist 2nd 3rd 4th 5th 6th 7th Sth 
15-24 $2.55 $3.80 $3.51 $3.41 $3.08 $3.79 $3.38 $4.15 
25-34 2.51 3.67 3.90 4.13 3.71 5.12 3.30 4.69 
35-44 3.32 5.25 5.38 5.20 5.44 5.78 6.08 6.76 
45 and over 5.52 8.50 9.40 10.47 9.31 10.81 9.46 7.62 


The rates of disability for the 2nd, 3rd and 4th years combined 
are only slightly lower than for the 5th, 6th and 7th policy years 
combined, the difference being less than that due to three years’ 
increase in age, as shown by the graduated table. 

While the ungraduated rates of disability were obtained both 
by number of policies and by amounts insured, the graduated 
rates were obtained for the latter only. An analysis of the 
material showed that the ultimate rate had practically been 
reached by the second year, and accordingly aggregate rates 
were prepared by attained age, omitting the first policy year, 
thus following the procedure of the Actuarial Society’s Dis- 
ability Committee. The graduated rates are now given, the 
method of graduation and other details appearing in Mr. Phillips’ 
paper: 


Graduated Rates of Disability per Thousand—Men 


Issues of Issues of Issues of 
| 1921- 1926- 1921- 1926- 1921- 1926- 

Age 25 28 Age 25 28 Age 25 28 
15 $449 $5.54 30 $3.99 $5.62 45 $6.14 $8.68 
16 4.36 5.34 31 4.08 5.83 46 6.41 9.17 
17 4.24 5.14 32 4.19 6.03 47 6.84 9.76 
18 4.13 4.94 33 4.31 6.22 48 7.45 10.44 
19 4.03 4.74 34 4.45 6.35 49 8.26 11.17 
20 3.94 4.59 35 4.61 6.41 50 9.21 11.81 
21 3.86 4.49 36 4.79 6.46 51 10.21 12.29 
22 3.80 4.39 37 4.99 6.56 52 11.09 12.68 
23 3.76 4.44 38 5.20 6.69 53 11.73 13.07 
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DISABILITY PREMIUMS—Continued 


Issues of Issues of Issues of 
1921- 1926- 1921- 1926- 1921- 1926- 

Age 25 28 Age 25 28 Age 25 28 
24 3.74 4.54 39 5.39 6.86 54 12.22 13.46 
2 3.74 4.66 40 5.57 7.06 550Ci«12.66 = 1138.85 
26 3.76 4.80 41 5.71 7.30 56 13.09 14.2: 
27 3.79 4.98 42 5.80 7.57 57 13.53 £14.62 
28 3.84 5.19 43 5.87 7.88 58 13.96 15.00 
29 3.91 5.41 44 5.97 8.25 59 14.39 £15.38 


The foregoing rates apply only to men; those for women will 
be considered later. We shall now take up the subject of rates 
of death and recovery. 


Rates of Termination 

The termination exposures and the terminations were tabu 
lated throughout according to month of disability, so that 
monthly or average monthly rates were first obtained from which 
annual rates were calculated. As already stated, additional data 
were obtained by using the termination experience under policies 
issued from 1916-20, providing for an annual income of 10% 
of the face amount. Suitable adjustments were made to make 
the material homogeneous. 

Although it was found necessary to calculate rates of disability 
separately for men and women on account of the great difference 
between them, the same was not true of the termination rates. 
It was thought that there might be a heavier termination rate 
among women to offset the higher rate of disability, but, if any 
thing, the female termination rate was somewhat lighter than 
the male rate. Also, as the termination rates were found to be 
usually greater by number of policies than by amounts insured, 
it was decided to be conservative and use, for the purpose of 
determining premiums, the rates by amounts insured. Graduated 
rates were, therefore, prepared by amounts only for both sexes 
combined. The significance of these rates according to month 
of disability during the first two years, may be seen in the 
following table for all ages combined, and also the effect of the 
retroactive feature in the policy during the early months of 
disablement : 


First and Second Year Crude Monthly Termination Rates per 
Thousand Based on Amounts Insured Male and Female 


Combined—Alli Ages 


Duration of Issues Issues 

Disability 1921-25 1926-28 
lst month (after first 90 days) 93 191 
2na sl“ 5 142 
3rd ~ 93 136 
— 4 114 
Rages 91 110 
—o 73 92 
3rd quarter 67 G7 
—,? D4 57 
— 45 47 
— 38 45 
7th a Pe 36 
Sth “ 26 27 


As the forms of policy issued in 1921-25 were the same as in 
1926-28, except for a payment of $30 per $1,000 instead of $10 
at the end of the 90 days, the higher rate of termination in the 
early months of disability under the latter than under the 
former, following a higher rate of disability, is instructive. Is 
this due simply to the fact that many claims for $10 per $1,000 
were not made on account of the trouble in presenting the claim 
for such a small amount: is it due to the efforts of the agents in 
bringing the benefits more strongly to the attention of their 
clients; or is it due to an increasing tendency towards prevention 
of serious illness by going to hospitals for treatment? With re- 
gard to the last mentioned, Dr. Muhlberg has pointed out that 
in many diseases, such as heart trouble, hospitalization is prac- 
tised more than formerly. It may also be noted that an im- 
provement in mortality is not infrequently accompanied by a 
high rate of morbidity. 

The termination rates could only be obtained for two years 
for the issues of 1926-28, but for eight years for the issues of 
1921-25 when combined with the material for the annual income 
disability policies issued prior to 1921. The latter rates on an 
annual basis were graduated so as to run into Hunter’s ultimate 
after ten years. The resulting rates for decennial ages appear 
in the next table: 
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Graduated Annual Termination Rates per Tho:sand 
Issues of 1921-25—By Amounts Insured 
Age at 
Disa- Disability Year 
bility Ist 2nd 3rd 4th Oth 6th Tth 8th Oth torh lith® 

15 710 «©4200 «©3200 «6250)«=6:180 «6130 100 80 Ww oy ogg 

25 650 380 280 210 4170 4130 100 7 SO Ww ay 

35 610 360 =. 250 190 150 120 100 SO GO i) 9 

45 580 340 220 170 140 120 100 80 TO Ww 49 

565 C~«C“‘“‘NC800 )=C180 «6140 «110 S100 8h 

* Hunter's Ultimate. 

Annuities for disabled lives were then prepared for the contra) 
ages of the groups and the annuities for the intermediate ages 
were interpolated, In order to obtain accurate values, the 
disabled life monthly annuities were obtained by using the true 
monthly one year temporary annuity from the monthly Corming 
tion rates and adding the ordinary monthly one year deferred 
annuity from the annual termination rates. A brief table of the 
annuity values compared with Class (3), with those of Mp 
Strong and with those of my old table, is now submitted 


Monthly Disabled Life Annuity Values—Three Per Cent 
New York Life 


Age Class (3) Mutual Life 1921-25 llunter's 
iB 1.S74 3.743 
20 2.05 2.93 2.204 51M 
25 2.00 3.19 2.381 (3,827 
30 2.07 3.39 2.501 7.002 
a se. 3-4 2 O1n 8.172 
40 3.58 3.58 2.623 8.052 
45 3.76 3.51 2.000 7.721 
nO 3.74 3.38 2.548 7.205 
oa) $3.57 3.14 3.058 (S41 


Premiums for Disability Benefits 
In presenting the premiums for disability benefits it seems 
advisable to consider two forms,—(a) the popular provision for 
waiving the gross premium under an Ordinary Life policy and 
paying 1% monthly benefits to commence at the end of three 
months’ total disability but not retroactive to beginning of such 





Friendliness 


Friendliness is the life insurance salesman’s best asset. 
It helps him make contacts and creates the right atmos 
phere for a favorable interview. 


In the Ohio National, friendliness is contagious. The 
spirit of friendliness dominates the entire Home Office 
and field organization. 


Friendliness in the Home Office, friendliness in the 
field, friendliness in service to policvholders and 
friendliness in contract relations. 

Friendliness, backed by modern underwriting practices 
and a complete line of policies, is one of the many 
reasons Why It Pays to Tie Up With the Ohio Na- 
tional. 








Desirable openings available in the following states: 
Illinois, Indiana, Iowa, Kansas, Kentucky, Michigan, | 
Mississippi, Missouri, Nebraska, Ohio, Pennsylvania, | 
Tennessee, Texas and West Virginia. 








For information as to territory and details of contract 
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disability, and (b) the form recommended by the two commit- 
tees appointed by the Insurance Commissioners’ Convention and 
the Insurance Superintendent of New York State, Le. waiver of 
gross premium with 1% monthly income commencing at the end 
of four months of total disability, the waiver of premium to be 


retroactive but not the income payment. For the purpose of 
comparison, the net premiums presented by Mr. Strong and 


based on the Mutual Life experience, and those of the Actuarial 
Disability Committee, Class (3), are given: 


Table A 
Net Disability Premiums—Three Per Cent—Ordinary Life 
Waiver of Gross Premium (New York or Mutual Life*) and $10 
monthly payment after 3 months of total disability, first payment 
of $10 at the end of that time, disability occurring prior to age 60. 
Actuarial New York Life 
Society Men 


Society's 


Mutual Life 


Age al Committee's Experience Issues of 
Issue Class (3) (Strong) 1921-25 
~) $2.51 $2.54 $2.05 
yn4' 2.63 2.61 eae 
30 3.02 2.98 2.67 
35 3.53 3.48 3.12 
40 4.21 4.11 3.71 
45 h.11 4.90 4.59 
0 6.30 5.88 5.97 
ns) 7.93 7.10 7.40 

*(jross Premium American 30% net loaded one-third. 
Attention is particularly drawn to the fact that the Mutual 


Life and the New York Life experience are based solely on 
men. which, as will hereafter be shown, is distinctly lower than 
on women. The differences between the net premiums under 
Class (3) and the Mutual Life experience for ages 20 to 45 are 
small. which is noteworthy in view of the comparatively short 
experience under terminations. Our experience 
would justify a lower premium than the Mutual Life or that of 


Company's 
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Class (3). Approximate premiums were also calculated from 
the experience under the 1926-28 issues. These premiums were 
about 2% to 3° higher than those from the 1921-25 issues. 
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Since the former experience showed a higher disability and a 
higher termination rate, the difference in premiums under the 
two groups would depend largely on the benefits payable in the 
early months of disability. Accordingly, a comparison of the 
premiums in the two groups, calculated in each case to include 
a retroactive benefit with, say, $30 instead of $10, payable at 
the end of the three months’ waiting period would probably 
have revealed a greater difference in premium than the 2% 
quoted. A mixed life table—American Men Ultimate—has been 
used in the preparation of these New York Life premiums. 
Strictly speaking, an active life table should be used. The effect 
of using a mixed life table together with a résumé of the various 
formule suggested to make the necessary 
cussed by Mr. Phillips in his paper. 

The net premiums are now given under the plan which will 
probably be adopted by many companies if the Convention of 
Insurance Commissioners acts favorably on the recommendations 
of their Committee: 


corrections, is dis- 


Table B 
Net Disability Premiums—Three Per Cent—Ordinary Life 
Waiver of Gross Premium (New York Life or Mutual Life) and 
$10 monthly after four months of total disability—waiver of 
premium, but not monthly income, retroactive during “waiting” 


period—disability prior to age 60. 
Actuarial New York Life 

Society Mutual Life Men 

Age at Committee's Experience Issues of 
Issue Class (3) (Strong) 1921-25 
20 $2.24 $2.28 $2.02 
25 2.56 2.55 2.29 
30 2.95 2.92 2.64 
35 3.46 3.42 3.09 
40 4.13 4.04 3.69 
45 5.02 4.84 4.58 
mw 6.20 5.83 5.98 
DD 7.84 7.07 7.44 


The net premiums under tables A and B based on the New 
York Life’s experience for men show very little difference. At 
first there seems to be an anomaly, as the premium with a wait- 
ing period of four months at age 55 is slightly higher than that 
with a waiting period of three months. This is due to the fact 


that under A the waiver of premium benefit is not retroactive, 
while under B it is. At the younger ages the granting of the 


disability income at the end of four months instead 
offsets the increased waiver benefit, but this does not hold good 
at the older where the one-third of an annual premium 
waived, on the average, is greater than one monthly payment of 
$10. 

In order that standards may be obtained for comparison with 
the net premiums in table A, the gross premiums are given for 
the following companies: 

(1) Three companies with highest 
gross premiums for disability. 
(2) Two companies with lowest 
gross premiums for disability. 


of three 


ages 


Same provision as in A. 


Same provision as in A. 


(3) A company with the highest Same provision as in A, except 
gross premium charged by that payment is from “com- 
any large company. mencement of disability.” 


(4 


a 


Seventeen of the largest com- Same 
panies, 

(5) Inter-Company Class (3) net disability rates for comparison, 

with same provision as in A—New York Life gross premium 

being waived. 


provision as in A, 


Table C 
Gross Disability Annual Premiums—Ordinary Life 
Age at Net Premium 


Issue (1) (2) (3) (4) (5) 
20 $2.74 $1.44 $3.23 $2.36 $2.3 
30 3.46 2.06 3.99 2.92 3.02 
40 4.65 3.06 §.22 3.91 4.21 
50 6.87 5.03 7.64 5.86 6.30 


It should be noted that the premiums in table A are on the 
net, and in table C except column (5) on the gross basis; also 
that minor differences, such as waiving the net or gross prem- 
iums, have been ignored. 

If the experience of the Mutual Life and the New York Life 
is being duplicated in other companies, it is evident that a 


Continued on next page 
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DISABILITY PREMIUMS—Continued 
humber of companies, probably the majority of them, are charg- 
ing insufficient premiums. The question, therefore, which is 
facing most of us is,—shall we decrease the benefits to those 
recommended by the Committee of the Convention of Insurance 
Commissioners and at the same time increase the premiums? 
Reserves 

We shall first deal with the reserves on active lives. For 
Beveral years it has been generally recognized that the reserves 
by Hunter's tables were adequate for policies providing for 
waiver of premium only, or for an annual disability income 
beginning at least a year after the beginning of disability; they 
are probably not adequate for the present forms providing for a 
monthly income beginning three months after disability or earlier, 
especially when such benefits are retro-active. 

The majority of companies doing business in New York State 
hold reserves for active lives under their modern contracts based 
on Hunter’s reserves increased by either a flat or varying per- 
centage, the average percentage increase being from 10% to 
100%. A number of companies add a constant per $1,000 of 
the face of the policy, while several use a combination of these 
two methods. Two or three companies add a correction to 
Hunter’s based on either Hezlett’s table or the A. H. J. section 
of the Manchester Unity experience. A number of companies, 
especially Canadian, hold 50% of the total premiums received, 
either with or without interest. This great diversity of methods 
reveals not only the general opinion that an addition should be 
made to Hunter’s table, but also the pressing need of a new 
and adequate experience on which to base the active life re- 
serves under modern policies. 

Reserves have been calculated from the male experience of 
the New York Life on its policies issued from 1921-25. A few 
samples of these reserves are given on the Ordinary Life plan: 


Ordinary Life 
Mean Reserves on Active Lifes—Three Per Cent 
New York Life 1921-25—Male 
Waiver of New York Life gross premium and monthly income 
of $10 commencing three months after total disability—no retro- 
active payments—benefit to cease if insured not disabled before 


age 60. 
Age Year 
Issue ist 2nd 3rd 5th 10th 
20 $1.47 $2.36 $3.30 $5.27 $10.53 
30 1.99 3.29 4.59 7.07 12.79 
40 2.68 4.32 5.98 9.34 15.83 
50 3.78 5.17 6.28 7.41 3.73 


The mean reserves by the new experience are about 85% 
higher than those based on the fraternal data (Hunter’s) in 
the first policy year, decreasing with duration to about 70% 
in the tenth year. The percentage excess is less at the younger 
and older ages. 

Comparing the New York Life terminal reserves with those 
of the Mutual, we find that at age 20 the New York Life re- 
serves are 6% higher than those of the Mutual during the first 
ten years, at ages 30 to 35 they are practically the same, but 
at age 50 the reserves according to the New York Life ex- 
perience are nearly 50% higher. Thus we have higher reserves 
on the whole under the former than under the latter, yet the 
reverse is true with regard to premiums. 


Disabled Lives—Almost all companies in New York State 
value their disabled life claims on the basis of Hunter’s table 
with 3% or 3%% interest. In a number of companies the re- 
serve for first year claims is reduced in accordance with the 
recommendations of the Actuarial Society’s Disability Commit- 
tee in its 1926 report. Samples of claim annuities were given 
from the New York Life 1921-25 experience together with the 
corresponding annuities of the Mutual Life, of Class (3) and 
of Hunter’s original table. It is difficult, however, to determine 
from that table the effect upon a company’s reserves. Accord- 
ingly, a valuation was made of an actual experience as of 
December 31, 1928, where the disabled life reserve amounted to 
$18,500,000 on the full Hunter’s basis, or to $15,500,000 if only 65% 
of Hunter’s were held on first year claims. The reserve accord- 
ing to the New York Life 1921-25 experience was $14,500,000, 
showing an excess reserve of 28% on the old basis, or 7% if 
the reserve for first year claims is reduced. 





oe 


Disability Benefits on Women 

There have been two standpoints with regard to cranting 
disability benefits on women, although it has been known fo, 
some time that the cost of carrying disability on women has 
been heavier than on men. One point of view is that the jp. 
surance should stand by itself and that women should pay fo, 
the disability benefits which have been incurred in their clags 
Another point of view is that, as the companies generally haye 
a better mortality among women than among men, and as the 
accident rate under the double indemnity benefits is also lower 
under the former than under the latter, women should get the 
benefit of such saving by being able to procure disability benefits 
at the same rate as men. In other words, as the majority of 
policies on women, if there were no restrictions, would be takep 
with disability and double indemnity benefits, the three factors 
should be considered together. To a lesser extent the same 
attitude is taken by a number of companies in connection with 
the double indemnity benefit on farmers, where the higher 
mortality from accident is assumed to be met by the lower 
death rate from other diseases. The investigation which is now 
presented on women is from the records of a company which 
adopted the latter point of view, granting disability benefits at 
the regular rates to single or married women, whether self-sup 
porting or not, up to a maximum of $2,500 of life insurance. 
except where the conditions warrant a larger amount. As will 
hereafter be seen, the cost of disability has been much higher 
among women than among men. 


Rate of Disability 

Following the method adopted for men, the premiums have 
been prepared from an aggregate table of disability, excluding 
the first policy year. In obtaining these rates of disability 
allowance has been made, as in the case of men, for the claims 
which would have been received after the first of May, 1929. 
based on our 1928 experience. The crude rates of disability 
obtained by policy year and by age group, after making such 
allowance, are now given, together with the rates on men for 
comparison: 
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Unadjusted Rates of Disability for Men and Women 
crantin MEN WOMEN 
own f . Policy Class New York Life New York Life 
omen bes POLICIES 
t thee ALL AGES AT ISSUE COMBINED 
re Wear (3) 1921-25 1926-28 1921-25 1926-28 
vir an : 30 300 3k 88 Are You Ready 
‘ally have 2 4.5 4.55 5.46 9.18 10.27 
d 88 the 3 5.1 4.67 5.50 8.88 8.90 d 2 
mye ae for Advancement } 
l ret = dow - 
| wb. i 3.28 4.37 7.07 7.40 
jority of 9 5.08 6.39 11.22 13.16 * * * & 
be take 3 5.37 7.15 11.21 10.57 
, tactinas 4 5.52 10.98 
he enin ALL POLICY YEARS, EXCEPT FIRST, COMBINED Have you looked forward to the time 
POLICIES ° 
on with i : when you would own your own business? 
} igh > pei *.* 
e hae Issue Have you had the ambition to do larger 
| is now 15-24 4.28 3.54 4.21 5.87 6.99 thingsP Why not capitalize your ability 
> whi 25-34 3.96 3.95 4.77 9.46 10.08 . - 
¥ which - nap “9 py 217 pr and experience to your own advancement? 
nefits t oh oF wv. ae ~- 0.4 P . 
ten 45 & over 7.50 9.49 10.66 14,82 18.32 Build your own general agency in your 
surance, ™ — a eS io own city, where you are known. Why not 
, 2 a @ >.< hk bake . . . 
as wil oe en — “ae ype have the larger commissions and longer 
il 4 . “ v . . . . tats ’ >. > . . 
gher > 5 Th 702 14.29 14.92 renewals and overwriting commissions on 
45 & over 10.36 11.32 17.06 24.34 the production of men you appoint? 
Graduated aggregate rates of disability were prepared on the 
s have same basis as for men—by amounts for all years combined, : 
cluding excluding the experience of the first year. The results are given We have splendid general agency open- 
ability in the following table: ings in Pennsylvania, New Jersey, Mich- 
claims W canealiling: m ys “aupee aoe Disability igan, Illinois, Ohio, Iowa, and Missouri. If 
qo" ased on amounts insured) ° re a : 
anal N. Y. Life N. Y. Life N. Y. Life we have no agency in your vicinity, write 
> aan Age 2% 28 Age 2% 28 Age 2% 28 to us. 
aie 15 $5.98 $6.39 30. $9.71 $12.40 45 $15.14 $19.39 | 
sd 1 611 6.39 $1 10.24 12.58 46 15.39 19.78 | <i 
17 6.24 6.49 32 10.79 12.73 47 15.66 20.12 | 
18 6.38 6.69 33 11.30 12.89 48 15.94 20.44 , 
— 19 654 6.99 34 6:11.76) = 13.07 49 16.26 20.74 WE OFFER YOU VERY DISTINCT 
20 6.71 7.39 5 12.17 13.30 50 16.65 21.03 
21 «66.89 8=—- 7.88 36 «12.55 13.61 51 17.12 21.32 ADVANTAGES 
22 7.09 8.48 7 12.90 14.02 52 17.66 21.60 
3 7.30 9.16 38 13.22 14.57 53 18.24 21.89 Splendid General Agency Contract, long term re- | 
| 4% 754 9.88 39 4861353 8615.24 5 18.86 22.17 newals. | 
% 7.81 10.55 40 1382 16.02 55 19.49 22.45 ce cd | 
2% 811 11.00 41 1410 16.87 56 20.12 22.73 All standard forms of policies, both participating and | 
a 7 8s44 11.52 42 14.36 17.69 57 20.74 23.01 non-participating. | 
28 8.81 11.88 43 14.63 18.41 58 21.37 23.28 | 
2 923 12.17 44 1488 18.95 59 21.99 23.56 Liberal disability benefits. | 
The rates of disability for women are much higher than for ; Be tas | 
men, but the theory has been advanced that the rate of discon- Guaranteed Premium Reduction Coupons, beginning | 
tinuance might partly offset this condition. It was found, at end of first year, with further cash dividends each | 
however, as has already been stated, that this was not so, and year after the second, making very low net cost. 
the termination rates were therefore finally determined for men a oe sea : | 
and women combined. To illustrate the comparative rates of Confidential communication is invited if you have a_ | 
termination, the following is given: clean record and the ability to write insurance yourself | 
Annual Termination Rates per $1,000 and to develop a General Agency. You know your | 
New York Life 1921-25—By Amounts Insured own ability and your own limitations. Can you meas-_ | 
Men and Men and ure up? Can you make this the turning point in your | 
Age Men Women Women Men Women Women life, the door to the larger opportunity and larger in- | 
15-24 681 618 668 459 437 455 come of which you have dreamed? 
25-34 610 621 614 296 355 308 
35-44 621 618 620 364 443 376 ig el 
45 & over 570 533 567 332 270 328 
All Ages 608 604 608 344 376 350 
In order to analyze further the difference between the termina- 
tion rates among men and women, continuance tables and tables GIRARD LIFE INSU RANCE 
of actual monthly disbursements were prepared for the first 
and second years. At the end of the second year the difference COMPANY 
between the relative disbursements to men and women was about 
acon. Sek MONI GA ute: eaemeea;° Wena: mlaae: 00h: Saree Cppertty Retipetonns tat 
econ year under a ag co n ’ y = 7/0 Ww 
continuances among the women than among the men. PHILADELPHIA, PA. 
Premiums 
As was to be expected, the premiums were much higher among 
a women than among men. This may be seen from the following . 
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ILLINOIS RULES AGAINST STOCK WITH POLICY FOR ASSESSMENTS 


STATE OF ILLINOIS 
LAW DEPARTMENT 
SPRINGFIELD 
Oscar K. Carlstrom, 
Attorney General 
September 11, 1929. 
File No. 2182. 
Insurance: 
Life companies selling stock with policies. 
Hon. George Huskinson, 
Superintendent of Insurance, 
Springfield, Lllinois. 
Dear Sir: 

I have your letter of July 30th with which you enclose form 
of agreement, the principal parties of which agreement are the 
holder of a policy of a life insurance issued by an assessment 
company and the company itself, in which agreement the policy- 





DISABILITY PREMIUMS—Continued 


table, in which the New York Life and the Mutual Life rates 
for men and the Class (3) rates are given to facilitate com- 
parisons: 


Net Disability Premiums—Three Per Cent—Ordinary Life 

Waiver of New York Life gross premium—$10 monthly pay- 
ment after 3 months of total disability, first payment of $10 at 
end of that time, unless permanency proved prior thereto—dis- 
ability occurring prior to age 60. 


Age at Class New York Life (1921-25) 
Issue (3) Mutual Life Men Women 
20 $2.31 $2.34 $2.05 $4.27 
25 2.63 2.61 2.32 4.90 
30 3.02 2.98 2.67 5.60 
3D 3.53 3.48 3.12 6.30 
40 4.21 4.11 3.71 7.07 
45 5.11 4.90 4.59 8.07 
50 6.30 5.88 5.97 0.45 
55 7.93 7.10 7.40 11.34 


It is quite evident that a very substantial saving of mortality 
is required among women to offset the much higher cost of 
disability. 

It may appear to some readers that too many details have 
been given when the experience of only one company is involved, 
but it covers 18,211 claims, against 1,456 in the Mutual Life 
experience and 5,638 for all companies with the 90-day clause 
in the report of the Disability Committee of the Actuarial 
Society, Classes (2) and (3). Moreover, the knowledge of the 
technique has developed greatly, and many actuarial problems 
have been encountered, the discussion of which is of interest, 
we hope, to our profession. 

Assuming that the present experience is not widely different 
from those of other companies with monthly disability benefits 
commencing after three months of total disability, the follow- 
ing conclusions may be drawn: 

1. The premium rates are too low, especially in companies with 
liberal interpretations of their clauses. 

2. There is a marked tendency to an increasing cost of disability 
from the early days of “waiver of premium” to the present 
with its much more elaborate disability coverage. 

3. An increase in the monthly income from 1% to 2% of the 
face of the policy from inception of disability is likely to 
cause more than a proportionate increase in cost of the benefit. 

4. The reserves for active lives based on my original tables are 
too small for the modern policy. Substantial additions should 
be made, which most companies have done. 

5. The reserves for disabled lives by my original 
probably more than sufficient at the present time. 

6. The cost of disability benefits to women is distinctly higher 

than to men. 

The difference between the experiences of individual companies 

is likely to be considerable. Hence, the presentation of such 

experiences is likely to be of more value than a collective 
investigation of heterogeneous material. 


table are 








November /, 1999 
holder assigns and transfers a certain sum of money to be 


declared as a dividend by the company, to a trustee, which sum 
is to be held by the trustee for the purpose of purchasing stock 
in a legal reserve life insurance company to be organized. The 
agreement is non-negotiable, and payable only from a certain 
benefit coupon attached to the policy of insurance issued, anq 
is to be executed after the taking effect of the policy of insyr. 
ance referred to in the agreement, but it provides further that 
if such policy should be cancelled or for any other reason not 
to be in full force and effect or not delivered, then the agree. 
ment or contract shall be surrendered, and no obligation there. 
under shall be assumed. 

You state that a number of assessment life insurance companies 
operating under the provisions of “An Act to incorporate, reculate 
and control assessment life insurance companies,” approved July 
14, 1927, are now employing such agreements to induce yp rsons 
to apply for insurance. 

You also enclose with your letter copy of a resolution purported 
to have been passed by a company wherein it provides that 
when the aggregate amount of insurance in force of the said 
company reaches a certain figure, then, by a vote of the policy 
holders, the said assessment company may be reinsured into » 
stock company, the capital stock of which said stock company to 
consist of not less than 4,000 shares of $25.00 per share, to be 
sold for not less than $30.00 per share. It is further provided 
in this resolution that each of certain policyholders at the time 
such company is reinsured into a stock company, shall have the 
right to subscribe for shares of capital stock in said stock 
company and may use the dividends which have accrued on 
their policy, in payment of the same. The copy of the resolution 
which apparently is attached to the policy designates the number 
of shares for which the holder of the policy may subscribe, and 
it further states that the payment for the shares of stock 
specified in the copy of the resolution shall be made only out 
of dividends secured and credited to designated policy and that 
the certificate is not transferable. It provides further that in th 
event any policyholder shall not elect to take stock in said 
company he may take said dividends in each and thereby shall 
forfeit all right to subscribe for stock in said stock company 

You ask my opinion as to whether or not it is proper for a 
company operating under the aforementioned 
to solicit applications for insurance on the basis of representa 
tions such as are contained in the agreement and the resolution 
referred to above, to issue such an agreement together with th 
issuance of a policy applied for, or to tender to policyholders 
after the policy has been issued an agreement of this kind. 


assessment  Aet 


You call my attention to the provisions of “An Act in relation 
to the promotion and organization of insurance corporations and 
to repeal a certain Act therein named,” approved June 24, 1921, 
and also to the provisions of an Act entitled, “An Act to correct 
certain abuses and prevent unjust discriminations of and by 
life insurance companies doing business in this state. between 
interests of the same class and equal expectation of life, in th 
rates, amount, or payment of premiums, in the return of prem 
iums, dividends, rebates or other benefits,” approved June 19, 
1891. 

The Act of 1921 concerning the organization of insurance com 
panies provides in section 2-A, in substance, that no person, firm 
or corporation, for the purpose of organizing or promoting any 
insurance corporation to be organized or proposed to be organized 
under the laws of this or any other State or country, shall sell 
or agree or attempt to sell within this State any capital stock 
in such insurance corporation unless the contract of subscription 
or of sale shall be in writing and contain such 
prescribed in said section. 


provision is 


It is obvious from the wording of the resolution and the agree- 
ment that no preliminary steps have been taken to organize the 
corporation which the resolution and the agreement contemplates, 
in giving the rights to certain policyholders to subscribe for 
stock, and that the corporation which they propose to organize 
will not be organized until sometime in the future. 

The provisions of the resolution and of the agreement plainly 
do not comply with the Act of 1921 concerning the organization of 
stock insurance companies, and would therefore in that respect 
be illegal. 
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DECISIONS DISCUSSED 


Courtesy of 
Robert Stone of Stone, McClure, Webb & Johnson, 8078 Reserve Bldg., Topeka, Kansas 
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EDITORS NOTE: 


This is ' 


leyai v 


ne of a series of articles to be contributed to this publication by eminent insurance attorneys. It is obvious that these discussions of 
‘atters may not, at all times, exactly express the views of Alfred M, Best Company, Inc., but we trust they may prove of interest and 
value to our readers. 


JOINT POLICY INSURING HUSBAND AND WIFE: 


FORFEITURE: LOAN 


PROCURED BY HUSBAND WITHOUT CONSENT OF WIFE 


HE decision of the Supreme Court of Kansas, in 

Antrim vs: International Life Insurance Company, 
128 Kansas 65, is of particular interest to the insur- 
ance world. 

Separate applications for life insurance were made 
by husband and wife for the issuance of a single 
policy insuring the lives of both husband and wife for 
the benefit of the survivor of them. Such a policy 1s 
commonly called a joint policy of insurance. ‘The 
court held that it is not a joint policy but a separate 





ILLINOIS RULES AGAINST—-Continued 

The Act of 1921, concerning abuses and unjust discriminations, 
provides in part as follows: 

“See, 1. That no life insurance company or association or- 
ganized under the laws of this State, * * * shall make or per- 
mit any distinction, ete. * * *; nor shall any such company 
or its agents pay, or allow, or offer to pay or allow, to any 
person insured any special rebate or premium, or any special 
favor or advantage in the dividends or other benefits to 
accrue on such policy, or promise the same to any person as 
inducement to insure, or promise to give any advantage or 
valuable consideration whatever, not expressed or specified in 
the policy of such company.” 

In the case of People v. Commercial Insurance Company, 247 
lll., 92, the Supreme Court of Illinois had before it consideration 
of the above language with reference to the following facts: the 
agent of the insurance company solicited insurance and told the 
applicant that they had a side issue on the insurance, which side 
issue was, that each applicant with each $1,000 of insurance would 
be given an option to purchase at any time within fifteen months 
two shares of the capital stock of the company at the rate of 
$20.00 per share. This option was considered by the Supreme 
Court as consideration, and it was determined by the Supreme 
Court that since such consideration was not expressed in the 
policy issued by the company that the provisions above quoted 
were violated and the company subjected to the penalties provided 
in the statute. 

It would seem to me that the agreement and the resolution 
which you forwarded with your letter refer to a similar proposi- 
tion, namely, that the policyholder will be given a right to sub- 
scribe to certain shares of stock of the company yet to be organ- 
ized. It does not appear in either the agreement or the resolution 
whether this is an exclusive option to policyholders or whether 
such stock will be offered to the public, and from the facts pre- 
sented it must be concluded that the option is limited to those 
who own policies or who make application for policies and would 
therefore become an inducement or part of the consideration in 
the purchase of the policy, and therefore, in contravention of the 
Statutory provisions above enumerated. 

In view of the two propositions as above stated, I am of the 
Opinion that your department should disapprove such agreement 
and such a resolution. 

Very truly yours, 
(Signed) OSCAR E. CARLSTROM, 


DJK-ON Attorney General. 








policy on the life of each, depending on different con- 
tingencies and that each is an express party to the 
contract. 

The policy in question contained the usual provision 
granting the insured an absolute right to change the 
beneficiary upon request. It also contained the usual 
provision granting the right to the insured to make a 
loan on the policy and assign it as security. During 
his lifetime the husband secured a loan upon the policy 
which was thereafter cancelled and forfeited for fail- 
ure to pay premiums and the automatic extension of 
the policy was exhausted before the death of the hus- 
band. The widow sued upon the policy and alleged that 
her signature to the loan certificate, assignment and 
agreement was a forgery; that she never authorized the 
making of the loan or the assignment of the policy 
and received no benefit therefrom and did not know 
of the loan before the death of her husband. The 
company demurred to the evidence of the plaintiff and 
filed a motion for a peremptory instruction finding in 
favor of the detendant company, both of which were 
overruled. The theory upon which the trial court 
overruled the demurrer and later instructed the jury 
was that the action was upon a joint policy of insur- 
ance. he supreme court held that while the officer 
of a company might designate a policy as a joint policy, 
such designation would not make it such if it were not 
in fact a joint policy. While the policy insured both 
parties and for the purpose of convenience adopts a 
joint provision designating both as insured, and joint 
enjoyment of intermediate benefits and privileges, the 
real gist of the contract was that it was a separate 
policy upon the life of each of the insured for the 
separate benefit of each of the insured. 

“It does not have in itself the usual four essential 


unities for joint tenancy, viz. unity of interest, title, 
time and possession.” 


The court held that while each party was insured 
depending upon a contingency, it was never intended 


ultimately for but one of them to be insured and for the 
Continued on page 483 
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: THE HOME LIFE INSURANCE 
What’s Ahead COMPANY OF AMERICA 


Incorporated 1899 


for YOU? PROTECTS THE ENTIRE FAMILY 


POLIciIES ARE IsSUED FROM BIRTH TO 
PERHAPS THE ANSWER IS HERE Sixty-Five Years Next BirrHpay 














rola Real The Four Fundamental Purposes of Life In- 
i ; surance are: 
This is the right time to consider your 


future—and a connection with the Cen- (a) Pass payment of all debts that mature at 
. eath. 
tral Life Insurance Company of [llin- 
‘ . (b) The unencumbered ownership of a home for 
All k the family, or its cash equivalent. 
ll of the factors that £0 to ma c a sUC- (c) The assurance to the family of some of the 
cessful and permanent connection are comforts which the husband was pleased to 


to be found here: give. 








Participating Insurance (d) An old age fund for the insured. 








Non-Participating Insurance Basil S. Walsh, President 
Sub-Standard Insurance Joseph L. Durkin, Secretary 
Juvenile Insurance P. J. Cunningham, Vice-President 
Coverage from birth John J. Gallagher, Treasurer 
George A. Huggins, Actuary 
Full benefits age five. 
Women at Standard Rates Independence Square PHILADELPHIA, PA. 














Non-Medical Insurance 

Broad Disability Coverage 

Educational Department 

Home Office Prospect Bureau 

Direct Home Office Contract 
Non-Forfeitable Renewals 
Liberal First-Year Com- 
missions. 

















These advantages are backed by an Organization 
which realizes that its development depends up- 
on the man in the field—an Organization ofh- 
cered by men who started as personal producers 
{ and who consequently have a broad and sympa- 
thetic understanding of the problems which con- 
front the Agent. “The Company is therefore 
equipped to meet these problems. 


An Agency-Minded Company. 





os Ss > 


Mr. C. C. ScHIFFELER 




















For a permanent connection write Now General Manager of the Hotel Gibson. 
Cincinnati's largest and finest hotel, and 
o> <->: <> > Supervising Manager, Hotel Van Cleve, 
Dayton, Ohio. 
CENTRAL LIFE Formerly of the Ritz-Carlton, New York. 
INSURANCE COMPANY 
OF ILLINOIS sons BRON 
CHICAGO 1000 rooms $3 and upward 





CINCINNATI 












































a (=~ a 


=) = 











November 1, 1929 


BEST’S INSURANCE NEWS (Life Edition) 483 








—_— 
 ————— 


——— 





THE INVESTMENT OF POLICYHOLDERS’ LEGAL RESERVE FUNDS 


By H. B, Arnold, President, The Midland Mutual Life Insurance Company, Columbus, Ohio, and former President of 
the American Life Convention Before That Organization's Recent Meeting. 








Here is another interesting article on this much discussed question. Subscribers interested 
should also refer to previous articles in this paper on the same and related 


subjects. 





The Hoover committee of economic experts estimates that our 
national group of stockholders has increased from 2,000,000 to 
17,000,000 since the World War. These stockholdings are less 
important than are the interests of the 68,000,000 people in 20,000,- 
000 homes, for whose protection the life insurance companies hold 
$17,000,000,000 to guarantee the payment of $100,000,000,000 policy 
liabilities—much less important both sociologically and economic- 
ally. Stockholders have the opportunity and purpose of protect- 
ing their interests in sales as well as in purchases—policyholders 
and their beneficiaries do not. Barring lamentable lapsation and 
surrender of policies, policyholders’ funds remain with the com- 
panies for investment and distribution. 

Aside from government there is no human institution in which 
people exhibit more confidence than in life insurance, as we see 
exemplified in everyday experience. This confidence may be termed 
a “blind” faith, for while it is known that the business has been 
conducted without loss to policyholders and that there is govern- 
mental supervision and statutory control for their protection, the 
average policyholder is not logical in taking life insurance. 
Theoretically confidence in life insurance should be based on the 
legal reserves, and in a particular company on efficient manage- 
ment, but the public faith is rather an impression than a judgment 
based on analysis and knowledge, and in creating this impression 


_ in the reserves to take care of the increasing liability. 


the Armstrong Committee investigation and report, and the reforms 
resulting therefrom, have had no small part. 


Mortality tables are arithmetical deductions of rates of mortality 
at each age from the known experience on a large group of people. 
Portions of each premium, varying with the age and life expectancy 
of the insured and with the form of policy, are set aside and 
become the legal reserves. As the age of the insured increases the 
maturity of the policy becomes more imminent, but the premiums 
remain the same, or are “level.”” Enough is set aside each year 
The reserve 
funds may be regarded as dollars placed in a reservoir, to which 
more dollars from compounded interest accretions are added, and 
from which dollars are drawn to meet policy obligations as they 
mature. 

If the group of insurants is sufficiently large to obtain an average 
it is definitely known that the dollars in the reservoir will remain 
above the safety level. The low interest rates required contemplate 
the highest grade investments. Speculative profits are not con- 
templated by the reserve laws, but there must be an income of at 
least three per cent to four per cent each year to maintain the 


reserves, 


Continued on next page 





JOINT POLICY—Continued 
other to be the beneficiary. lf it were a joint policy 
the privilege of changing beneficiaries could not be 
exercised. Both parties would have to agree upon 
another beneliciary but they acted separately in their 
applications in the matter of the choice of each other. 
lhe court held that under the privilege of changing 
beneficiaries they could continue to so act separately. 


“It is ultimately only for one such beneficiary. Upon 
the death of the husband the whole matter is termi- 
nated and the choice of beneficiary for the insurance 
on plaintiff's life is of no more concern.” 

The conclusion follows that if the policy were not 
a jont contract as to plaintiff and her husband, who 
is now deceased, then there can be no question as to his 
right to effect a loan upon it without her joint action 
thereon or her consent thereto or approval thereof. 
With the happening of one of the contingencies con- 
templated in the policy, to wit:—the death of the hus- 
band,—it becomes easy to analyze the terms of the 
policy. The insured is the husband and the beneficiary 
is the plaintiff. The plaintiff no longer is and never 
will be the insured in the policy. The insured had 
the full right to make a loan on the policy without 
consulting the beneficiary, and, although the company 
required the plaintiff’s signature and approval and the 
husband may have resorted to improper means to meet 
these requirements, her signature was unnecessary, for 
his own signature was sufficient under the terms of the 
policy. 

Editor's Note 

This very recent decision of the Supreme Court of 

Kansas, discussed by Mr. Stone in the above article 


) 
' 
' 


_and of the cancellation of the policy. 


will prove very interesting to our readers and probably 
excite considerable comment. 

Mr. Stone states that the policy under consideration 
contained the usual provision granting the insured an 
absolute right to change the beneficiary. It would 
seem that there was a serious question as to whether 
the intention of the parties to procure a joint policy 
naming beneficiaries who could not be changed with- 
out consent was not so clearly evidenced as to override 
the usual clause permitting such change without con- 
sent, at least to the extent that the wife should have 
been entitled to notice of the application for the loan 
The fact that 
the company required the wife’s consent to the loan 
(which consent she claimed was forged) was signifi- 


cant. 


The Court, however, held that, although contained 


_ in one instrument, the insurance contract was, in effect, 
| ° . 
a separate policy on each life. 





J 


“Where a policy of life insurance reserves to the 
the insured the right to change the beneficiary, the 
insured may validly create a lien against it by making 
a loan on the policy and generally, since the contract is 
between the company and the insured, the insured is 
the owner and holder of the policy, though it is pay- 
able to his wife, so that he may make a loan thereon, 
irrespective of her rights in the policy.” 

Cooley’s Briefs on the Law of Insurance 
Second Edition Vol. 1 Page 159. 


If the Court was correct in holding that this was 
not a joint contract but represented, in fact, two sep- 
arate policies of insurance, then it was correct in apply- 
ing the rule above cited. 
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THE INVESTMENT OF LEGAL RESERVES—Continued 


In the fundamental concepts of the business, safety is the 
vital factor. There may be a speculative factor in every business 
action or judgment, but there should be no positive element of 
speculation in the investment of legal reserve funds. The assets 
Should be of as stable values, and should be as little subject to 
fluctuation and loss, as possible. The same dollars must come out 
of the reserves as are deposited in them, and reserve investments 
whose values may be violently disturbed by market fluctuations, 
or the values of which are measured by the ups and downs of the 
dollar’s purchasing power, might jeopardize the business. Policy- 
holders pay premiums in dollars, reserve investments and interest 
income should be on the dollar basis, and payments on policies are 
made in dollars. These should be standard dollars—not dollars 
measured by purchasing power. 

Courts have properly held that the general relationship of the 
company to the policyholder is not of a trust character. Never- 
theless in the investment of reserve funds managers should be held 
to the same degree of care and good faith as is required of 
trustees. Good faith and reasonable care is the minimum per- 
mitted for a trustee in the investment of the funds of his cestui 
que trust, and would be measured by conditions. An invesment 
which would be proper where the present or immediate future 
only are to be considered might be improper where the invest- 
ment is to assure the performance of an obligation which will not 
mature for years. 

Our distinguished fellow citizen, Charles Evans Hughes, in an 
address to the Life Presidents’ Association, in December, 1926, said 
that he “was charged with the responsibility of assisting in a 
corrective endeavor” in the investigation made by the Armstrong 
Committee, and further stated: 

“The members of your companies are so numerous, so scattered, 
so helpless individually, that while the insurance company is not 
technically a trustee it is practically the highest form of trustee- 
ship.” 

The putative father of legal reserve life insurance, Elizur Wright, 
as Insurance Commissioner of Massachusetts, said in 1859: 

“An insurance company which issues whole-life policies, either 
at single or equal annual premiums, is in fact a savings bank, 
which takes money in trust for a certain purpose and to be drawn 
out at certain times contingent in detail, but calculable as to the 
average.” 

After the Armstrong Committee investigation a Royal Insurance 
Commission was appointed in Canada, and in its report of 1907, 
as to the funds held by life insurance companies, stated: 

“And what is the character of these funds? Are the purposes 
to which they are being devoted consistent with that character? 
Your Commissioners have no doubt that accumulated insurance 
funds are, in every essential particular, trust funds. They belong 
to the policyholders and not to the shareholders. The directors 
are not in possession of them as trading capital in any sense or to 
any degree. They are not subject to trading risk. They are held 
in trust for investment and to be eventually paid to those whose 
moneys they are. Being trust funds the function of the directors 
in regard to them is the function of trustee.”’ 

While the weight of judicial authority in the United States con- 
curs in the English rule which forbids the investment of trust 
funds in stocks (39 Cyc. 401), yet where this rule is relaxed, as in 
Massachusetts (9 Pick. 446), it is held that a trustee must use 
good faith and a sound discretion. Often has it been said that 
a trustee must use the utmost good faith and a high degree of care. 

A discussion of the investments of life insurance companies would 
be incomplete without a review of the laws under which they are 
made. A chart digest of the laws of the forty-eight states, the 
District of Columbia and the Dominion of Canada, and of the in- 
vestment section of the 1927 draft of the Insurance Code sponsored 
by the American Bar Association, will be found in Appendix A 
(2 pp.). While great care has been used in its preparation, it 
may not be complete and accurate in évery detail, as these may 
have been sacrificed in the interest of brevity and mechanics. 


The provisions are grouped under appropriate headings. Symbols 
and letters refer to explanatory notes. An X indicates that the 


investment is authorized, while a cipher indicates that it is pro- 
hibited. Uniformity or lack of uniformity may be found by follow- 
ing down the symbols and letters under any heading. The greatest 
disparity is found in the wide range from Ohio, Kansas and 
Maryland on the conservative end to Louisiana, Virginia, Alabama, 
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North Carolina, South Carolina and Rhode Island on t} 
end. 

The authorized investments form natural groups with cha: 
tics in common. 

First: Bonds of governments and of political subdivisic. rail. 
road, public utility and Federal Farm Loan Bank bonds, rea! estate 
mortgage and policy loans and real estate acquired in foreclosyre 
or for home office purposes, are in general authorized, and. as 
evidenced by high prices and low income returns are the re 
conservative investments, or are those required by the necessities 
of the business. All bonds are advantageous in that they may be 
carried at amortized values and there is no difficulty in determin 
ing statement values. 

Bankers’ acceptances have short maturities and provide jow 
income returns. While permitted in only nine states they are 
liquid and have characteristics which assure safety. An excellent 
provision is found in the authority of the Massachusetts companies 
to invest: 

“In bankers’ acceptances and bills of exchange of the kinds ana 
maturities made eligible by law for rediscount with federal reserve 
banks, provided that the same are accepted by a bank or trust 
company incorporated under the laws of the United States, of this 
commonwealth or any other bank or trust company which is a 
member of the Federal Reserve System.” 

Second: Investments in the stocks of railroads, utilities, banke 
and insurance companies are regarded by many as safe. The 
operations and security issues of railroads and utilities are under 
governmental supervision, but these businesses are subject to the 
objection that their sales prices are static while their operating 
costs vary with the ups and downs of commodity and labor values. 
If these are the direct issues of the owning and operating com 
panies some dangers may be eliminated. Banks are under covern 
mental supervision, which gives considerable, if not positive, assur 
ance of safety. Railroad equipment trust certificates and notes. 
when properly safeguarded, experience has demonstrated are 
reasonably safe, and with restrictions are expressly authorized in 
six states. 
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This group may be termed conservative, and while not showing 
wide fluctuations is subject to the difficulty of determining state 
ment values when the market values are up or down. They are 
likewise subject in degree to the objections summarized by the 
Armstrong Committee and the Canadian Commission. Such in 
vestments, with restrictions, are permitted by the laws of such con 
servative states as Massachusetts, New York and Connecticut, but 
it is seriously to be questioned whether the dividend record of a 
stock, by itself, as is often prescribed, is more important than 
the character of the business and the absence of other securities 
with priorities. There should be restrictions upon the right of 
the companies to invest more than a safe proportion of their 
assets in stocks (as in Massachusetts, Nebraska and Indiana). 
or more than safe amounts in one business. 

The conditions surrounding investments in the preceding groups 
are comparatively simple, and investors can ascertain the facts 
as to them with greater certainty than as to the succeeding groups, 
which may not be backed by stable and tangible values or be under 
governmental supervision, and as to which opportunities for de 
ception and manipulation are present. 

Third: Next from the standpoint of safety as reflected in market 
values and in income return are industrial corporate bonds and 
collateral loans. These involve many businesses and have varying 
characteristics. Often appraisals are inflated or the ultimate 
values of the mortgaged properties are dependent on management. 
The laws of many states authorize these investments, but the 
restrictions are indicative of caution. There is no form of invest 
ment which affords such opportunities for manipulation and. the 
danger of loss is great. On the other hand they may be the 
safest investment. It would be difficult to prescribe restrictions 
which will assure safety and avoid the dangers. Leasehold loans 
on long term leases are expressly authorized in seven states with 
qualifications, and where values are seasoned and loans are not 
made in periods of inflation they are reasonably safe, but in their 
being subordinate liens, and in the possibilities of loss on them as 
a class, they are somewhat akin to industrial common stocks. 

Fourth: In this—the last group from the standpoint of safety 
and stability—are industrial common stocks. These stocks may 
have higher returns and speculative possibilitiés, but they are 
subject to wide fluctuations in values, and are to a much greater 
degree than conservative stocks subject to the objections offered by 
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the Armstrong Committee and the Canadian Commission. They 
are termed “equities.” They may partake of the character of 
second, third or fourth mortgage liens, according to the priorities 
of the bonds, debts and stocks which are ahead of them. It is im- 
possible fo make a summary of the laws governing such invest- 
ments, but it is surprising that so few companies have availed 
themselves of their opportunities to own them. The comnanies 
ef twenty-four states have the privilege of making investments in 
common stocks, ofttimes restricted. 

The Spectator Company advises that at the end of 1928 the 
value of all kinds of stocks owned by the United States life com- 


panies aggregated $232,877,735. This was 1.45 per cent of total 
$15.961,.103.741, and less than a third of the combined 


ssets ol 
ade and surpluses of $759,698,682 of the companies owning 
these stocks. In the absence of exact figures it is safe to say 
that industrial common stocks constituted but a very small frac- 
tien of one per cent of the aggregate assets. Of the total assets 
of the United States companies $14,691,893,309, or 92.04 per cent, 
were practically all in the first group outlined above, under the 
headings of government and municipal bonds, corporation bonds, 
real estate, real estate mortgage loans, policy loans, and collateral 
loans. 42.36 per cent ($6,760,802,001), of the aggregate assets was 
in mortgage loans. 

Generally speaking the companies of each state are permitted 
to do business in all other states, notwithstanding the investment 
laws restricting the domestic companies are more conservative than 
are the laws of the states in which the non-domestic companies are 
erganized. A state may thus set up a high standard for the 
protection of the policyholders of its domestic companies, whether 
in that state or outside, while it permits companies of other 
states with less conservative standards to furnish insurance pro- 
tection to its own people. Consideration should be given to the 
New York law which requires that the investments of companies 
of other states doing business in New York shall be of the same 
general character as those. prescribed for New York companies, 
and by virtue of which non-domestic companies holding large 
proportions of industrial common stocks might be excluded. 

It is not within the scope of this paper to discuss at length the 
disparities in the investment laws of the several states. Company 
organizations and the Insurance Commissioners’ Convention are 
working to bring about uniformity in the laws in other respects. 
This survey suggests that greater uniformity is advisable in the 
investment laws. 


Investments in common stocks, while causing the greatest dis- 
cussion, also present the most difficult problems. Competition 
between the companies is keen. It is our desire to secure the 


best results for policyholders consistent with safety, but if com- 
panies could show large investment profits from common stocks, 
they naturally would claim an advantage which they would exploit. 
On the other hand if the stock investments of these companies 
should show serious losses or if investment profits should not be 
continuous, they at some time would be at a disadvantage. It is as 
legitimate for a company and its agents to criticise the practices 
of a competitor which may be doing something which they regard 
as detrimental to policyholders’ interests, as it is for the competitor 
to claim the advantage of any practice it may follow. In the 
long run the companies which show the best results from conserva- 
tive and economical management will be the ones to survive all 
storms, 

In a preliminary survey it is not 
advantage claimed for stock investments. 
acteristics and degree may be drawn between the so-called ‘“‘in- 
dustrial” common stocks and other stocks. There is today a 
somewhat different attitude shown by the investing public toward 
such investments. There are factors which apparently assure 
greater stability in values and possibly furnish greater safety than 


consider every 
Distinctions in char- 


essential to 


in the past. Conditions in industry, labor, finance, and manage- 
ment are to some extent stabilized. Profits may be held for 
development—instead of being distributed as dividends. We have 


a stronger banking system than formerly. Where these trends will 
yet to be determined. They should encourage a larger 
proportion of corporate financing through stock issues, and a 
greater tendency toward them by conservative investors; but 
several “ifs’’ must be overcome between statement and demon- 
stration, and it is not unlikely that we shall have to pay. 
through losses, for the experience upon which accomplishment must 
be based. Investment trusts, if continued and developed, should 
assure that large groups of stocks will be held for investment, and 
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CORRECTION NOTICE 


On page 367 of our October Ist Life edition, we made men- 
tion of the Bureau’s new member companies, referring to the 
Inter-Southern Life as having $142,000,000 in force. This 
figure was in error as the company had $161,000,000. 











will not be thrown on the market in periods of deflation. Greater 
publicity will furnish opportunities for analysis and a _ better 
understanding of a particular business. It remains to be seen, 
however, whether the executives of more than three hundred life 
insurance companies can pick the “winners,” and whether indus- 
trial common stocks are in other respects proper investments for 
a life insurance company’s funds. It is the accepted principle 
in the management of investment trusts that there shall be wise 
selection, intelligent diversification and close supervision. If we 
can have super-power in the two first factors there must also be 
super-power in the weeding out of the weak investments and the 
substitution of stronger ones. 

Many books and pamphlets have been written on the subject 
of stock investments, and many theories and formulae have been 
advanced. Some ideas are not unlike the “systems” of enthusiastic 
gamblers, and in the maze of serious and theoretical ideas and 
arguments it is refreshing to read the facetious remarks in the 
opening paragraph of a book dealing with the cycle theory in the 
stock markets, entitled, “‘The Stock Market Barometer,” by William 
Peter Hamilton, Editor of the Wall Street Journal, as follows: 

“An BPnglish economist whose unaffected humanity always made 
him remarkably readable, the late William Stanley Jevons, pro- 
pounded the theory of a connection between commercial panics and 
spots on the sun. He gave a series of dates from the beginning 
of the seventeenth century, showing an apparent coincidence 
between the two phenomena. It is entirely human and likely that 
he belittled a rather ugly commercial squeeze of two centuries 
ago because there were not then a justifying number of spots on 
the sun.” 

The books by Edgar Lawrence Smith (1928) entitled “Common 
Stocks as Long Term Investments,” and by Kenneth S. Van 
Strum (1928), entitled “Investing in Purchasing Power,” are ac- 
credited with having had a perceptible influence on the attitude 
of the public toward investments in industrial common stocks. 
The underlying theory of these books is that a fixed income does 
not vary with the purchasing power of the dollar, and that the 
return and possible speculative profits on common stocks more 
adequately furnish to the investor an income sufficient to provide 
a fairly even standard of living than does the income from bonds. 
These books seek to demonstrate that if investors had made their 
investments in groups of stock selected by the authors they would 
have been better off than if the investments had been in bonds. 
Naturally one inquires whether “hindsight” is not a considerable 
factor in these selections, and whether the choice of investments 
which might have been made by the investor ten, twenty or thirty 
years ago would have been the same as is now made by the 
authors. Apparently selection has been made of stocks which 
have survived, and it is doubtful if sufficient allowance is made for 
losses resulting from bad selection. No adequate consideration 
could be given to the fact that on the survivors the average in- 
vestor would not hold his securities through a considerable period, 
and under changing conditions, so as to get the final results on 
these hand picked groups of surviving stocks. 


While both of these books recommended common stocks as in- 
vestments for individual investors, both exclude them as being 
proper for life insurance companies. Mr. Smith says: 

“There is a vast difference between the investment needs and 
purposes of such institutions from those of the individual investor, 
or the family estate. Take an insurance company for example. 
It is by the nature of its business perfectly safeguarded against 
any possible loss through the depreciation of the dollar. It deals 
in nothing but dollars. Its contracts call for the payment of 
future dollars. It therefore requires to know only that it will 
receive from its investments more future dollars than it will have 
to pay out. 

“These institutions are called upon periodically to present a 
balance sheet of assets and liabilities in the form of annual state 
ments, ete., and cannot afford to take the chance of having their 
security holdings show temporary shrinkage in market values at 
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Un DER the Columbus 
Mutual Life’s System the Policyholder is cer- 
tain to be Satisfied for he enjoys the benefits 
of the Columbus Mutual’s much-talked-of 
Low Cost and the Agent also is certain to be 
Satisfied because he enjoys the benefit of the 
Columbus Mutual’s generous Commissions, 
Bonuses and Vested Renewals. 


This Company’s System saves vast sums for 
the Policyholder and for the Agent, too. 
Over twenty-one years of successful experience 
proves the soundness of Columbus Mutual 
Innovations. 


Columbus Mutual Life 
COLUMBUS, OHIO 


“Most of the Best Insurance for the Least 
Amount of Money” 























Extra Years of Income 


Just as the thrifty depositor patronizes that 
savings-bank which offers the highest interest 
rate commensurate with safety and service, so 
does the foresighted buyer of personal life insur- 
ance favor an institution assuring his ultimate 
beneficiary the most favorable return on policy 
proceeds left with the Company. 


If he reflects that the principal of $20,000. . 


will pay an income of $100. a month for so 
months longer at 5% than at 4¥2% ,—this differ- 
ential of practically $6,000. or 5 years’ additional 
income seems rather important. 

On dividends and moneys left with the Com- 
pany under settlement options, The Guardian 
has been paying 5% (on a monthly basis. 
5.116% ) for the past § years. Ask for Publi- 
cation 298. 
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ALABAMA lent territories are available. 

FLORIDA We help our General Agents 

GEORGIA in getting salesmen. 

KENTUCKY We help our underwriters in 
getting business. 

LOUISIANA Non-Medical Privilege. 

SouTH CAROLINA Participating and Non-Parti- 
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TEXAS Ages 30 days through 65 
years. 
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THE INVESTMENT OF LEGAL RESERVES—Continued 
the time such reports are published, * * * There is no basis upon 
which the value of stocks may be figured with any degree of 
cafety, other than their current market price.” 

Mr. Van Strum says: 

“4 life insurance company contracts to pay a certain number 
of dollars on the happening of certain contingencies; its only 
interest is to have its funds so invested as to be able to produce 
these dollars as required.” 

In the North American Review for April, 1929, Frederic Drew 
Rend refers to these books and discusses their theories. In part 


Novemb: l, 1929 


he Says: 
“The real point which invites criticism is the permission to 


expose the insurance companies to the inevitable vicissitudes of 
business through stock ownership instead of restricting them to 
isene protected by legal contract, and with a fixed and exact 
principal repayable on a definite maturity date.” 

Mr. Bond closes with a paragraph which should have our careful 
consideration, and in the final sentence appears to have lost all 
patience : 

“Nor can a stock of a company possibly be stronger than a 
bond of the same company. For if the stock is safe, the bonds are 
safer, and if the dividends on the stock are sure, the interest on 
the bonds is surer. On the other hand, dividends on the stock 
may cease and yet bond interest remain secure. The difference is 
between a stock, dependent on economic conditions at the best, 
and a bond, dependent on a cold blooded legally enforceable con- 
tract. at the worst. 

‘Rut what's the use? The disease must run its course.” 

Some of us may not see the connection between the theoretical 
purchasing power of money and life insurance company invest- 
ments, but it will be observed that writers associate the theory 
with our investments, and at the meeting of the International 
Congress of Actuaries at London in 1927 actuaries of several 
nationalities, inspired by currency deflations following the World 
War, mooted the possibility of payments on life policies being 
made in a medium to provide a more even standard of living than 
ean be had from any fixed income—but found no solution. Later 
Mr. H. EF. Raynes discussed similar questions in a paper before 
the London Institute of Actuaries, and arrived at the conclusion 
that the proposal is impracticable. He said that as a corollary, 
premium payments should likewise change with commodity prices. 
With “hindsight” selection he proposes the advisability of life 
insurance companies owning common stocks. The experiment of 
making policy proceeds payable otherwise than in standard money 
was made in England a century ago, and in other countries before 
that—-without suecess. The purchasing power of money is an 
elusive element which has never been harnessed to meet man’s 
requirements. The remedy should be by stabilizing the purchasing 
power of money, if possible, rather than by adapting the payment 
of life insurance proceeds to the varying purchasing power of 
money. In their provision for beneficiaries most policyholders 
think in terms of dollars rather than of commodity values and 
purchasing power, and it is unlikely that this suggestion will 
receive serious consideration. 

Mr. Dwight C. Rose has written an entertaining book on 
“Scientific Approach to Investment Management,” in which he 
enables us to compare his theories with those of others and to see 
the points upon which the experts agree and disagree. Mr. Rose 
has the underlying thought of the purchasing power of the dollar, 
as is found in the books of Messrs. Smith and Van Strum, but 
his line of demonstration is radically different from theirs. His 
conclusions are in part opposed to theirs. Messrs. Smith and Van 
Strum seek to demonstrate by the results on hypothetical invest- 
ments in selected groups of stocks, while Mr. Rose deals in 
generalities rather than concrete illustrations. Intentionally or 
unintentionally he discredits the methods of Messrs. Smith and 
Van Strum when he says: 

“A choice of sample stocks or bonds of the leading companies 
that have had a continuous existence for the last quarter century 
would result in an experience table of successful survivors. Many 
companies that have not survived, however, were flourishing and 
in general popular favor a few years ago. As a practical matter 
it appears quite impossible for even the most imaginative student 
to place himself in an environment colored by the prejudices that 
existed in earlier years, and from this standpoint make a selection 
of the then currently available investments such as an average 
intelligent man of that time would have considered representative 
and healthy investment risks.” 





Mr. Rose appears to assume that the American Experience 
Mortality Table might furnish an illustration of a basis for 
mortality ratios for business, and that investors may carry their 
own investment insurance. Life mortality tables are based upon 
demonstrations from concrete and known facts. Mortality ratios 
are arithmetical deductions therefrom. There is no data from 
which the mortality of business and investments can be deduced 
and it is impossible to secure mortality ratios therefor. It is a 
far cry from the dependability of life mortality tables and ratios 
to mortality ratios on business and investments, and to the lay- 
man Mr. Rose’s suggestion may be misleading. 

A political economist has estimated that all possible future 
earnings for many years have been discounted in the recent high 
levels of stock values, and it is well to consider the following 
emphasized statement by Mr. Rose: 

“The investing public in the year 1929 has a dangerous immedi- 
ate background of optimistic history and success upon which to 
construct a conservative investment program.” 

In conflict with the conclusions of Messrs. Smith and Van 
Strum, Mr. Rose is of the opinion that industrial common stocks 
are proper investments for life insurance companies, and, ap- 
parently not knowing the extent to which the laws authorize such 
investments, deplores the fact that companies are so restricted 
as not to be able to meet the competition of companies which hold 
such stocks, saying: 

“It is hoped that sometime our state legislatures will appreciate 
the suitabilitiy of common stocks for a portion of the investments 
of a life company when carried under proper restrictions, and that 
our present antiquated laws in this respect may be revised before 
foreign companies find it possible to take away a big share of the 
business of our American companies because they are permitted 
to take advantage of—rather than suffer from—American prosperity 
as reflected in stock values.” 

Mr. Rose does not seem to appreciate that speculative profits, 
as theoretically reflecting the purchasing power of money, might 
in slight degree be advantageous to policyholders through annual 
dividends apportioned, but that they would probably be of the 
slightest practical benefit to the beneficiaries when policies mature. 

We find that while Messrs. Smith, Van Strum and Rose have a 
theory in common they radically disagree in their lines of demon- 
stration, and are in conflict as to the wisdom of life companies 
investing reserve funds in industrial common stocks. We are 
passing through a period of development. There is need for wise 
counsel, and bank officials and investment counsellors have an 
opportunity for protecting the unwary and unintelligent investor. 
It is accepted that the governing principles of investment trusts 
require wise selection, diversification and close and continued 
supervision. That any counsellor can be perfect in selection is 
beyond human attainment, but supervision necessarily involves 
eliminating the weak investments and the substitution of strong 
investments. While the investor should always buy with the 
investment, not the proprietary, motive, yet the policy of buying 
industrial common stocks with the sole purpose of holding them 
as permanent investments would not conform to the accepted 
factor of supervision and substitution. Even with the wisest 
selection, the most intelligent diversification and the closest super- 
vision, investments in industrial common stocks involve uncertain- 
ties, and life insurance companies might jeopardize the safety of 
the business in seeking in a large way to demonstrate a theory 
which is in conflict with the investment practices of the past. The 
possibility of there being a very large market for conservative 
stocks in stable industries, through investment trusts and other 
conservative investors, should be an incentive for corporate financ- 
ing plans having stocks in reasonable ratio to assets, without 
priorities of bonds, funded debts and preferred stocks, and with 
provision for the building up of reserves for development and 
for dividends in the “lean’’ years. Such stocks are exceptional 
now. Immediate profits for the promoters, rather than the creation 
of a supply of securities with which the conservative investor could 
take ordinary business chances, has often been the motive in corpo- 
rate financing. Successful management has overcome the handicap 
of too much “water’’ with some corporations—notably the United 
States Steel Corporation—while others drift along “water-logged,” 
or are “swamped,” by too much “liquid” ballast. 

The experience of centuries as well as our own business history 
support the prevailing belief that investments on an interest basis 
are more conservative than investments on a dividend basis, and 
they are consistent with the theory of legal reserves. It is said 
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THE INVESTMENT OF LEGAL RESERVES—Continued 
that there is a decided tendency toward evaluating stocks in ratio 
to earnings, and that fixed-yield investments are becoming less 
attractive to the investing public, but it remains to be seen whether 
this is permanent or is merely a characteristic of a speculative 
and inflated period. Paul M. Warburg, one of our ablest bankers, 
stated last March that an increase within two years of fifteen 
and one-half billions in the market values of the ninety industrial, 
railway and utility stocks in the Standard Statistics Company's 
price index is, “an accretion, in the majority of cases, quite un- 
related to respective increases in plant, property, or earning 
power.” Will conservative investors in a large way pay from 
four to six times the book values of bank stocks, and many times 
tangible values for utility and industrial stocks, thereby accepting 
from one to three per cent income in the present and immediate 
future with the hope of a compensating appreciation in values in 
later years? On August twenty-ninth the average investment 
yield on the ninety common stocks—fifty industrials, twenty rails 
and twenty utilities—was 2.88%, which would be insufficient under 
any legal reserve law. Most life insurance companies would avoid 
investments on which the income yield would be at so low a rate 
as to require contributions from surplus to maintain the reserves. 

The fact that many leading fire insurance companies have in 
recent years made large investments in stocks may cause an in- 
quiry as to why the life insurance companies should not do like- 
wise. The courts have drawn a sharp distinction between life 
legal reserves and fire legal reserves. The former are held to be 
policyholders’ funds. (179 Michigan 254—116 Ohio State 416). 
There should be securities of greater stability and safety to assure 
the performance of the “long-term” non-cancellable contracts of 
the life companies than for the performance of the “short-term” 
cancellable contracts of the fire companies. 

The Standard Statistics Company in May issued a survey of 
“The Fire Insurance Stocks,” in which it characterized them as 
“investment trust shares.” In this a thorough analysis is made 
of the earning power and equities of these stocks, and a compari- 
son is made with bank stocks, industrial stocks and “investment 
trusts.”” Comment is made that in the last five years more than 
half of the so-called “earnings” of the leading fire companies “was 
édue solely to the advance in security prices.” 

The survey states that, “These profits do not, of course, represent 
actual earnings. They are non-recurrent items, made possible by 
a bull market. * * * * In the strict sense, investment income and 
underwriting profits constitute the only source of ‘real’ earnings. 
* * *¢ * Even granting that the insurance companies are among 
the most astute of investors, by far the largest portion of this 
gain resulted not so much from clever stock market operations as 
from the mere fact of a consistent five-year bull market.” The 
survey further states: 

“Life insurance companies, knowing within a small margin of 
error their probable mortality ratios, can estimate the need for 
reserves quite closely, and, being strictly bound by state regulations 
as to the type of investment possible, limit themselves mainly 
to the highest grade non-speculative investments. Fire, marine, 
easualty, and other classes of insurance companies, on the other 
hand, need a greater proportionate income from their investments 
to offset greater business risks.” 

A conservatively managed life insurance company would not 
in its basic dividend formula assume the continuance of investment 
gains which are “non-recurrent items,” and which should be con- 
sidered as additions to surplus rather than as “actual annual 
earnings.” That such a course would not be justified by the ex- 
perience of the fire insurance companies may be assumed from the 
recent statement of Mr. George G. Bulkley, President of * the 
National Board of Fire Underwriters : 


“The guiding minds in American fire insurance have not been 
misled by the very welcome investment gains recently derived by 
the companies from the extensive advance of security prices into 
thinking that the companies can be successfully operated in the 
long run rather as so-called investment trusts than as prudently 
and efficiently managed agencies for providing the entire community 
with protection against losses by fire. On the contrary, nobody 
has perceived more clearly than the leaders of our business that 
the ultimate success or failure of the companies will depend wholly 
upon their ability to secure and maintain effective control over 
ail the elements that enter into fire underwriting.” 

A financial correspondent of the London Graphic for June, 


1929. in predicting a probable decline in the boom values of Wall 
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Street, gave us the detached view of an Englishman, en he 
said: , 

“All booms have certain common characteristics, the ©! \ef one 
of which is a general belief that some new factor has ari-on thay 
has never been present before, and of which no one can <ce the 
end.” 

In this connection the conclusion of the Hoover Commiitice, as 
the result of its investigation of recent economic causes ang 
effects, should be noted. In finding nothing novel in our sinesg 
and financial conditions the Committee in its report last May saiq- 

“Each generation believes itself to be on the verge of a W ero. 
nomic era, an era of fundamental change, but the longer com. 
mittee deliberated, the more evident it became that the novelty 
of the period covered by the present survey rested chiefly in the 
fact that developments such as formerly affected our old industries 
have been recurring in our new industries.” 

Coincident with and following the high values of farm products 
in the World War period came a violent appreciation in farm 
values—which was followed by an equally violent depreciation. 
Then came a substantial appreciation in the values of city 
properties—which was followed by a partial deflation. Then 
followed the phenomenal rise in industrial stocks. While the 
causes of these “booms” may have been different, they are alike 


in being speculative and made possible by the free use of credit, 
The high farm values could only have been justified by a continua. 
tion of the highest prices for farm products. The appreciation 
in the values of city properties and in industrial stocks has been 
in considerable degree due to the discounting of the speculative 
future to a present value. In all speculative movements the 
atmosphere is abnormal, and there is a hysteria present which im- 
pairs a normal consideration of the present and future. At such 
times speculators forget the oft-repeated maxim that a period of 
inflation is invariably followed by a period of deflation, and in 
the recent prolonged “bull” market the optimists should remember 
the suggestion of the editor of the Wall Street Journal that no 
tree grows to the sky. 

We have seen the hysterical appreciation in the values of farm 
and city properties, but on mortgages of from fifty to sixty per 
cent of such values there must be a depreciation of from forty to 
fifty per cent before there is any loss to the mortgagee. The 
ultimate losses on these investments will not be serious. On the 
other hand there is no margin of safety upon investments in 
stocks, and every per cent of deflation is an actual loss. A fifty 
per cent fall in real estate values from the peaks would not entail 
serious losses on mortgage loans, but a drop of ten or twenty 
per cent from the peak in stock values might be a serious matter. 


The graphic chart and historical notes in Appendix B are inter- 
esting to anyone who is associating investments with the purchas- 
ing power of money. The peak prices of commodities accompany 
war periods, and are relatively unimportant because of their short 
durations. If history repeats itself we are entering an era of lower 
prices. 

It may be that while the values of stocks will fall they will 
ultimately recover, but when is the time to buy, and when is the 
time to sell? The soundest and wisest investors always have made 
mistakes—even with inside information and after thorough analysis 
of the conditions of an industry and of a particular business. No 
one can anticipate the influences of wars, crops, earthquakes, con- 
flagrations, industrial and labor conditions, revolutions, politics, 
legislation, gossip, rumor, and so many other unknown and unfore- 
seen influences which prevent the anticipated results of analysis 
and shrewd and conservative insight and foresight, and which 
cause such violent fluctuations in industrial stock values. 


Those who urge that common stocks are safe and proper in- 
vestments for life insurance companies will point to stabilizing 
factors which have not always existed, and, dazzled by the rain- 
bow tints of hope, may decry traditional investment policies and 
the experience upon which the success of the life insurance business 
has been built. There should be something approaching a demon 
stration that the proponents’ theories are practical. The “old 
fogies” who have not hazarded policyholders’ funds in speculative 
investments will be conservative in weighing theories and in 
refusing to accept them until thoroughly tested. Such an issue 
is not positively demonstrable, except by the hard lessons of experi 
ence, and the stock market of 1926-29 does not afford an atmos 
phere for an impartial consideration upon which to base a sound 
conclusion. We know with assurance that there can be no such 
demonstration on an investment program developed in this highly 
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speculative market, which has been characterized by Mr. Warburg 
“se Stock Exchange debauch.” 


. a 
' Interests represented by common industrial stocks are properly 
termed “equities.” Would we invest our policyholders’ funds in 
equities of the tangible properties upon which we make mortgage 
loans? Are we to any considerable extent to substitute earning 
power and possibly successful management for the stable and 
tangible securities and properties in which the companies have 
always invested policyholders’ funds? The most serious dangers 


are that the managers of policyholders’ funds may abuse their 
opportunities to their own aggrandizement; that the companies 
may become so deeply involved as to be responsible for the success 
er failure of many businesses; and that losses sustained by a few 
companies would impair the confidence which policyholders have 
in life insurance. While there may be a small cloud on the horizon, 
which does not as yet portent a storm, in the desire of security 
houses to have affiliations with insurance companies as sales out- 
lets, vet there is reasonable assurance that the business as a 
whole will not be commercialized and that the interests of policy- 
holders will continue to be conserved. If our companies should 
invest very large portions of their assets in stocks the effect upon 
the existing economic structure would be too far reaching to be 
appreciated. Billions of dollars might be withdrawn from the 
lending field and would result in increases in interest rates and in a 
storm of public opinion and in hostile legislation. 

The Armstrong Committee in 1906 found conditions which were 
not general and which did not threaten the immediate safety of 
the business. A copy of the “Investments” phase of its report will 
be found in Appendix C. A Royal Commission in Canada made 
a similar report in 1907. These reports deal with extravagance, 
negligence and the dangerous tendencies of stock investments, and 
with the manipulation of policyholders’ funds for the benefit of 
individuals. Following the report of the Committee the New 
York investment laws were restricted, other dangerous tendencies 
were checked by legislation, and the business put on a sounder 
basis by the passage of the Standard Provisions laws. This was a 
house-cleaning, beneficial and effective, and in which the New 
York companies co-operated. Since then the business has been 
conducted with but little suspicion of manipulation or of things 
being done which would jeopardize the interests of policyholders. 
Executives and agents have striven to give what they profess to 
furnish, viz., service and results. The millions of policies, and the 
billions held for their security, have been safer, and general con- 
ditions and the results to policyholders have been on a higher 
plane. The companies heeded the recommendations of the Com- 
mittee, and the healthfulness of the business and the confidence 
of the public are in large degree attributable to its work. A review 
of the reports of the Committee and the Commission will be en- 
lightening. 

As to the demonstrated effects of 


A. “Stock Investments” 
the Committee said: 

“The liberality of these provisions has tempted life insurance 
companies to engage indirectly in enterprises foreign to the 
purposes of their organization. Through the control of subsidiary 
corporations, by means of stock ownership, some have practically 
transacted the business of banks and trust companies. * * * * In 
their dealings in securities some have sought, as one of the 
witnesses frankly expressed it, to approach as closely as possible 
to the business of bankers. In this manner purchases have been 
made, not for investment but for resale, and the large companies 
have freely furnished their support to numerous financial ventures 
through participation in the underwritings of syndicates.” 


The Commission said: 

“It is plain to your Commissioners that the large interest of the 
Company in these various enterprises is greatly in excess of the 
limits of reasonable investment. Apart from any question of 
statutory power, it seems to your Commissioners that to engage the 
funds of an insurance company in enterprises of this character to 
such an extent as necessarily to involve the directors of the in- 
surance company in promotion, construction and management, is 
foreign to the purpose of an insurance company and calculated to 
imperial its funds. In the opinion of your Commissioners, the 
embarking upon such enterprises is no legitimate function of an 
insurance company and is a misuse of power of investment, however 
wide. It does not seem to your Commissioners that the success 
or failure of any particular undertaking has any bearing upon 
the question of principle involved, or affords any true standard 
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of propriety. Other enterprises, similar in character, as will be 
seen in a later part of this report, have ended in serious loss, 
although the directors were so sanguine in regard to them as 
their evidence showed them to be in the case under discussion. 

* * « * These enterprises seem entirely foreign to the very idea 
of investment. The insurance company is authorized to invest 
only and not to engage in other business than the business of 
insurance.” 

As to the 

B. Dangers of Manipulation 
the Committee said: 

“It has been sought to justify this course of business upon the 
ground that in the main it has proved profitable. It is said that 
subsidiary organizations furnish appropriate channels for the use 
of the large accumulations of an insurance company, that through 
syndicate participations, securities have been obtained at bottom 
prices and that both through such underwritings and through trans- 
actions on joint account and speculative purchases, with a view to 
resale upon a rising market, the companies have been enabled to 
make large profits. The dangerous tendencies of these practices 
are obvious. They have brought insurance companies into close 
relations with railroads, banks, trust companies, banking houses 
and the flotation of new enterprises, thus involving them in the 
mainfold transactions of the financial world, not in their normal 
relation as creditors through suitable investments, but as co- 
owners of the corporations and promoters of the undertakings 
to which they have thus become allied. They have weakened the 
sense of official responsibility, multiplying the opportunities for 
gains, both direct and indirect, to officers and directors through 
the use of the company’s funds, and making easy the exercise 
of official discretion at the promptings of self-interest. 

“Many of the arguments which have been urged in support of 
of the control by life insurance companies of ancillary banks and 
trust companies would justify a like control of railroads and in- 
dustrial enterprises. “* * * * But while in the case of the rail- 
roads and industrials these vast amounts are mostly fixed in 
particular productive activities, the larger part of the huge accumu- 
lations of life insurance companies consists of assets readily con- 
vertible into money and susceptible of application to varied uses. 
It is this fact which has placed the officers and members of finance 
committees of life insurance companies in positions of conspicuous 
financial power and has pointed the necessity of guarding against 
abuses by the requirement of conservative and durable invest- 
ment.” 

The Commission said: 

“The Commission attributes to this feature of the insurance 
practice of the present day most of the evils under which the in- 
suring public suflers. The race for new business, with its extrav- 
agant expenditure and its forced and in consequence more or less 
non-persistent additions to the volume of insurance, is distinctly 
one of its reasults. * * * * Speculative instead of investment fields 
are eagerly sought. Directors aim at the forwarding of their own 
schemes. Underwriting and syndicates, the select machinery of 
finance, are operated with insurance funds. 

“If the concentration or individualizing of control is made the 
means of diverting the trust funds from the trust purpose, even 
temporarily, this fundamental law is broken. If vehicles of in- 
vestment which are outside the statute governing investments are 
employed, the law is broken. If permitted vehicles of investment 
are employed to aid the private interest of the trustee, the law 
is broken again. No trustee is permitted to occupy-a dual position 
with regard to his trust. He can not be upon both sides of a 
transaction. 

“No director should be permitted to have any personal interest 
whatever, whether as principal, agent or beneficiary, in any prop- 
erty which is the subject of investment by his company, or in any 
of his company’s transactions. Underwritings and syndicates for 
the handling of securities should be forbidden altogether. Nor 
should there be any dealing between an insurance company and 
any other company of which any director of the insurance company 
is a shareholder. 

“Speculative investments ought to be excluded and the trustee 
directors charged with the duty of investment should never be 
permitted to embarrass themselves by considerations arising out 
of any personal relationship on their part to the subject of 
investment.” 

In answer to the argument that 


Continued on next page 
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C. Policyholders Receive the Profits From Speculative 
Investments 
the Committee said: 

“The profits made possible under astute management of those 
closely identified with important financial operations furnish no 
answer to the criticism of this policy. It is conceivable that the 
companies might make money if they engaged directly in the 
brokerage or banking business. Even by the manipulation of the 
stock market, it may well be that with the special advantages 
they have enjoyed, they could have added largely to their accumu- 
lations. But they were not incorporated to make money by specu- 
lation, by barter, by purchase for resale or by the development of 
industry. They were chartered to furnish life insurance, and the 
true measure of their power and their duty in the handling of 
their funds is to invest them with due conservatism, to the end 
that they may be able to discharge their obligations. If in this 
manner they should make less money they would also be less 
likely to court disaster. They should not attempt, and should not 
be permitted to attempt, to undertake by indirection that which 
may not be done directly under the provisions of their charters.” 

The Commission said of policyholders’ funds: 

“They are not subject to trading risk. They are held in trust 
for investment and to be eventually paid to those whose moneys 
they are.” 

As a warning on its findings of the 

D. General Dangers, Influences and Effects 
the Committee said: 

“Investments in stocks should be prohibited. They are funda- 
mentally objectionable, as the corporation, instead of holding a 
secured obligation, acquires a proprietary interest in another busi- 
ness, with rights subject to all indebtedness which may be created 
in the conduct of it and often direct liabilities as stockholders. 
This interest must be nourished and supported. Instead of being a 
creditor with adequate security, to which upon default the corpo- 
ration may resort, it assumes the responsibilities of proprietorship 
and must contribute from the accumulations provided by the 
policyholders in order to sustain the enterprise. If the stock- 
holdings constitute a small minority the investment is at the mercy 
of administrators chosen by the majority of stockholders. If the 


i 
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corporation is not 
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, stock interest be a large one, it is frequently found advisable (o jp. 


crease it until a substantial control is effected, and the insurance 
only engaged in a different enterprise, byt 
directly undertakes its management. Such relations afford eady 


| opportunities to conceal irregular transactions and to hide the 
_malversation of funds. 


“Insurance companies tend to become powerful aggregations of 
money, with financial rather than insurance aims. The power to 


engineer these aggregations becomes a thing to be desired by finan. 


cial operators, and the acquisition of the documents of title. the 
stockholdings, which may be of the pettiest face value, carries that 
power with it.” 

The Commission stated: 

“Under a former head the Commission has stated very fully its 
conviction that all accumulated funds belonging to policyholders 
are essentially trust funds. It necessarily results that permissible 


| investments should be confined within such boundaries as may be 


| appropriately 





delimited for the investment of that class of 
funds. Speculative investments ought to be excluded, and the 
trustee directors charged with the duty of investment should never 
be permitted to embarrass themselves by considerations arising 
out of any personal relation on their part to the subject matter 
of investments.” 

These were the deliberate findings of impartial investigators upon 
conditions developed by sworn testimony. They should be danger 
signals in determining a company’s investment policy or in formu. 
lating a plan for legislative control of investments. The lessons 
of experience are of greater value in determining a future policy 
than are theories of today and hopes for tomorrow. Underlying 
economic principles do not change. Human nature does not change. 

The conclusion should not be drawn from the foregoing discus 


| sion that all stocks are so inherently dangerous that there could 


be no reasonable proportion of stocks with suitable characteristics 
amongst the conventional investments without endangering the 
safety of policyholders’ interests. Probably the best indorsement 
of the soundness of the views herein expressed, and the greatest 
tribute which can be paid to the wisdom of the investment man 
agers of the United States companies, are to be found in what the 
companies are doing. With such a lack of uniformity in the 
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P to in. BUSINESS IN ARKANSAS—1928 
i. an (From Arkansas Insurance Report) 
ati Domestic Legal Reserve Life Insurance Companies Stipulated Premium Insurance Companies 
de the Financial Condition on December 31, 1928 Business in Arkansas for the Year Ending December 31, 1928 
Name of Company Assets Liabilities Capital Surplus In Force In Force 
ons of Century Life Ins, Co... $517,318 $476,654 $130,170 $10,494 January Written December Net 
wer to Dependable Life Ins. Co, 849 re eee re ° 462 Name of Co. & Location 1, 1928 in 1928 31, 1928 Prems. 
finan. First American Life & *Arkansas State Life 
le, the Accident Ins. Co, 2,745 Ba. ssaheene ° 628 Little Rock ........ ft neeeeeee  neeeeeee  teeeeees $38,522 
that Home Life Ins. Co..... 3,816,800 3,234,864 300,000 281,936 Bankers Guaranty Life 
Jefferson Mut. Ins. Co. BED ~~ cdadccde .. eacse¥es O secon EMGOO HOG Sccctcccs deyeeess § Seecddées> sesreves.”. eustvens 
tincoin Sec. Life Ine. CO. ......0. —cecscees sesseeee eovvsees Co-Op. Burial & Life 
lly ite National Equity Life Pine Bluff bands tases $592,500 $180,850 $593,750 37,092 
olden fas. CO. ciccccccnens 594385 415,468 150,000 28,917 Liberty Life : 
ixsible Nat'l Old Line Ins. Co. 91,855 oer ror * 21,859 Muskogee ........... 662 800 1,015,000 892,300 15,612 
ay be Old Safety Nat'l Ins. Co. 2,700 ee: ‘cedewvan ° 2,337 Old American 
am Pinnacle Old Line Ins. Little Rock ......... 3,924,260 626,600 2,862,660 72,704 
BR. ae sco vscteetebecteds 1,783 Ban: eweteees ° 1,411 Progressive Life 
never Pioneer Reserve Life Rogers seeeseecereees 9,128,500 1,220,500 4,360,500 131,432 
rising ae. CO. cicesovcececs 69,892 8,631 50,000 11,261 Southern Life ¢ 
latter Pyramid Life Ins. Co. 260,490 192,178 52 802 15,510 Little Rock teeereees 2,081,020 558,100 2,069,060 46,875 
Union Life Ins. Co. .. 369,448 236,281 100,000 33,167 *Southern National 
upon *Mutual Company—no capital. Little Rock cahedWese:: sheddegt::) caasapes” ~eddinen se 63,190 
mates: D tic I IR e Life 1 C : Unionaid Life : 
oie 3 — ic Lega eserve ~ e neurance om panties EE irae ere oe 34,353,000 1,511,450 18,028,852 446,494 
mae Business in Arkansas for the Year Ending December 31, 1928 — 
anal In Force In Force RR Smo $50,742,080 $5,112,500 $28,807,122 $851,921 
lying January Written December Net : * Health and Accident business. 
nee Name of Co. & Location 1, 1928 in 1928 31, 1928 Prems. | Assessment Associations 
iad Century Life ee oe - | Financial Condition on December 31, 1928 
ould Little Rock te eeeees 2,926,485 $1,937,221 $2,926,485 $155,359 | Name of Assn. and Location Assets Liabilities Surplus 
wrscie Dependable Life | Ark. Mut. Benefit & 
the CAMGEN .nccccscccees 62 800 62,100 51,060 1,216 Burial Asen., Dermott............  ccccesee ceeccece cvcseces 
nent First American Buffalo Life Assn., Buffalo, N. Y. $800,997 $263,366 $537,331 
tent Fort Smith ......... 213,000 42,100 88,300 8,159 Great Protective Assn., Pine Bluff a>: cceneees 2,859 
son. Home Life juar. Fund Life Assn., Omaha.. 13,834,332 3,593,675 10,240,657 
the i> BO a. coe wa 38,880,278 11,550,811 42,359,238 1,039,334 Ill. Bkrs. Life Assn.. Monmouth 7,378,703 560,384 6,818 319 
the Jefferson Mutual Mut. Benefit H. & A. Assn, Omaha 1,716,385 1,405,027 311,358 
Se BOE Maa iwes ccs 233,873 688,114 577,925 16,585 Nat’l Life Assn., Des Moines.... 4,990,925 1,243,026 3,747,899 
Lincoln Security State Mut. Aid Assn., Little Rock 22,782 16,495 6,287 
aD I a a a ie a ie so eieaien beeen ee Assessment Associations 
2 National Equity | Business in Arkansas for the Year Ending December 31, 1928 
8 eee ee 8,065,206 2,124,671 9,004,604 274,508 | No. of 
> National Old Line . Assessments Claims Total Certifs. 
Bmetee TOUR cc caccsac 4,067,000 3,009,500 5,346 500 168,534 Name of Asso: iation Collected Paid Expense Dec. 31, ’28 
Old Safety National Ark. Mut. B. & B. Assn. $1,890 OR ow swsaus $2,610 
SON. ca ndetaweve cece 216,042 538,657 231,777 21,090 Buffalo Life Assn. 13,539 ee Te pene 402 
Pinnacle Old Line Great Protective Assn. 6,525 .” aieeenks 9,400 
ee EE 6d nce8d<| edb vent 78,800 78,800 14,118 Guar. Fund Life Assn. 72,087 40,250 $29,098 2.836 
Pioneer Reserve | Ill. Bankers Life Assn. 80,688 72,722 20,172 5,279 
Little Rock ......... 1,221,500. 1,110,500 1,428,700 33,601 | Mutual Benefit 
Pyramid Life Sue Ge Mia BO. cc odic 206,495 Sea. akese wer 5,242 
Little Rock ......... 7,250,500 3,995,930 8,002,500 225,294 | National Life Assn. 28 752 33,900 8,610 1,331 
Union Life | State. Mut. Aid Assn. 71,092 35,850 5,647 8,376 
oe, ET rere 6,008,814 2,076,250 5.934513 144,629 | visiting tbtipsasiimtnttal 
ae —_— RIAD py SUSOMEN $480,978 $378,029 $63,527 $35,476 
metals os teks ei $69,145,498 $27,214,654 $76,030,402 $2,102,427 | Continued on next page 
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BUSINESS IN ARKANSAS—1928—Continued Supreme Circle of United Links, a 
Stipulated Premium Imsurance Com panies ame BU iv c'cdcceciceed seelvccecs E:T: ab is 321,100 
Financial Condition on December 31, 1928 United Friends of America, 
Name of Company Assets Liabilities Capital Surplus SAPEEO GEOG eds tonccapen sede bc46 56,211 5,225 1,503,850 
Ark. State Life Ins. Co. $25,221 $7,086 $10,000 $8,135 United Order of Good Samaritans, 
Bankers Guaranty Life EE OE ebb we ccciébicdcavce sce 39,486 175 ~—s« 1,742,600 
i SIs. dtisleoouddds 10,177 1,764 10,000 —1,587 Woodmen of Union, Hot Springs 643,102 5,425 20.665,.054 
Co-Operative Burial & - —— 
- 7 Se Sa Se *aecteews 10,000 8,933 $02,155,257 
Liberty Life Ins. Co... 19,400 1,407 10,000 7,993 Negro Fraternal Societies 
Old American Ins. Co. 36,063 5,140 20,000 10,923 Business in Arkansas for the Year Ending December 31, 192 
Progressive Life Ins. Solvency — Insur, 
i cshubecusiccbsddes 33,459 10,798 10,000 13,261 Assessments Claims Valuation in 
Southern Life Ins. Co. 22.071 3.195 10,000 8,876 Name of Society Collected Paid % Force 
Southern Nat'l Ins. Co. 14,816 4.541 10,000 275 Afro-American Sons & 
Unionaid Life Ins. Co. 47,692 28,274 10,000 9,418 PD, ccsbobdouced! Adveoeeet $6 102.08 $57,800 
Negro Fraternal Societies American Woodmen .. $7,098 1,550 102.54 <S2,450 
Financial Condition on December 31, 1928 American Workmen .. 22,605 1,399 I.5S 504720 
Ins. in Bastern Star Bene. An. $1,728 65,289 88.49 3,350.52 
Force Dec. Grand Court Order of 
Name of Society and Location Assets Liabilities 31, 1928 SEED. “Sedéweccocce 52,686 41,901 88.80 2,131,340 
Afro-American Sons & Daughters | Great Southern Fraternal 
GEE” GNac ee csctiok¥esccuta $93,380 $545 $3,603,800 SEE “sp covuedbeccdecd 22,584 3,204 76.60 380.671 
American Woodmen, Denver...... 1,925,441 66,827 26,672,250 Household of Ruth ... 36,629 31,956 123.86 1,485,000 
American Workmen, Washington 653,291 11,248 4,790,500 Imperial Council of 
Eastern Star Benefit Association, nT «be o6ee0es6e 27,358 20,865 135.56 1,158.76 
POPES cn cvcivedbecdivevesdseet 47,082 6,550 3,390,522 Independent Order of 
Grand Court Order of Calanthe, Immaculates ........ 6,730 ee. wee 234,850 
I Te 52,380 3150 2,131,340 International Order of 
Great Southern Fraternal Union, Dh: sscaadhes ptseeee 9,172 3,225 117.49 179,305 
Re FE eer ee Pee 10,800 3,972 380,671 Knights of G. 8S. E. .. 4,483 2.503 81.08 118,275 
Household of Ruth, Fort Smith.. 8,396 2.875 1,485,000 Knights of Pythias ... 72,983 48,139 70.90 1,837,082 
Imperial Council of Jugamos, Masonic Benefit Assn... 119,305 116,742 77.06 4,601,800 
ee hs Sea wW we cwcccecc’ See: * Sew ids ok 1,595,620 Modern Order of 
Independent Order of Immaculates BEMGBORS cccccccccccss 14,507 1,215 142.30 360,200 
Pe  . <55 bac cbiteal gesec cl 1,103 3,661 234,850 National Benefit Society 2943 1,224 117.34 137,325 
International Order of Daniel. National Order Mosaic 
DE UNS Sibson chbo dowccec ck 4,582 620 179,365 0. er er 409,860 270,406 99.07 3,132,269 
Knights of G. S. E., Morrilton.. 6,474 2,300 118,275 Royal Arch Benefit 
Knights of Pythias, Little Rock. 73 313 36,707 1,837,082 Association .......... 3,380 3,725 99.48 148,600 
Masonic Benefit Association, Supreme Royal Circle 
NE Ee een eonr 9 177,437 20,740 4,601,800 of Friends .......... 142,828 92,046 113.30 944,258 
Modern Order of Magians, Supreme Circle of 
DE dketae tes vdeseesassuuean 18,710 1,309 569,500 United Links ....... 2,84 350 180.90 321,100 
National Benefit Society, Helena. Dy: ingassi 137,325 | United Friends of Am. 66,568 26,424 76.51 1,556,350 
National Order Mosaic Templars, United Order of Good 
SD EER oroccccdbee hhh canned 689,426 327,653 15,540,995 Samaritans .......... 52,640 24,310 71.46 = 1,742,600 
Royal Arch Benefit Association, Woodmen of Union 213,268 167,768 100.87 8,037,500 
RED Bcccccbactsccbbishendeswa 17,167 200 148,600 $$ LS 
Supreme Royal Circle of Friends, ee Se $1,372,209 $933,483 $32,712 932 
Es UNE SS cs Sanededalessocus 1¢4,530 177,738 944,258 
INVEST MEN T—Continued companies in the past decade suggests that there will be a larger 


investment laws as to encourage speculative investments in danger- 
ous degree, the proportion of the stock investments of the United 
States companies is so negligible as to justify the conclusion that 


the investment managers are practically of one opinion, notwith-° 


standing the opportunities afforded to some of them by the laws 
under which they operate. It is more than probable that all of 
the companies would, regardless of their privileges, in large degree 
confine their investments to the conventional field so long as the 
supply of securities in that field is adequate. 

The passed and passing inflated periods of real estate values 
have brought their problems on real estate mortgage loans, which, 
speaking generally, will be solved without losses serious to the 
companies just as similar problems have been solved many times 
in other lines of business. The loans were made in these periods 
of inflated values on the established basis of fifty to sixty per 
cent of valuations fixed by disinterested appraisers. At this time 
it is not unnatural that there should be an inquiry for investments 
upon which the experience would be different, but to what an ex- 
tent would the seriousness of these problems have been exaggerated 
had the amounts invested in mortgage loans been invested in 
industrial stocks in similarly inflated periods? 

The lack of uniformity in the laws and the enormous volume of 
funds to be invested justify careful consideration of the enlarge- 
ment of the investment field under existing and future laws. An 
increase of ten billions in the assets of the United States life 


increase—possibly fourteen or fifteen billions—in the next decade, 
and the problem of finding suitable investments for this volume of 
funds will be more serious. The investment laws of some states 
show a disregard for the safety of the policyholders of their 
domestic companies, if the restrictions in the laws of other states 
are wise. Upon the ground of expediency, by reason of which prin 
ciple would be sacrificed for practical considerations, the invest: 
ment field could be broadened. With the thought that this might 
be done with some assurance of safety and with a minimization 
of practical and sociological objections, a solution should be sought 
in a constructive spirit. 

A Massachusetts company may not hold more than ten per cent 
of its capital and surplus in the stock of one corporation and not 
more than ten per cent of the stock of that corporation, with 
maximum stock investments of twenty-five percent of reserve funds, 
plus capital and surplus; a Nebraska company may hold not more 
than two per cent of the stock of one corporation and may hold 
stock investments not in excess of ten per cent of its assets; and 
an Indiana company may hold not more than two per cent of the 
outstanding stocks or bonds, or not more than one per cent of its 
assets in the stocks or bonds of one corporation, and may hold 
stocks in the aggregate not to exceed ten per cent of its asse(s. 
The laws of these states also use as standards the dividend records 
of the corporations in which stocks are authorized. While these 
laws indicate a purpose to control dangereus tendencies, yet neither 
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INVESTMENT—Continued 

was prepared with such a detailed knowledge and consideration of 
eonditions as would be required in the drafting of a uniform law 
which might become operative in all states. Copies of excerpts 
from these laws will be found in Appendices D, E and F. and a 
copy of the Investment Section of the American Bar Association 
Code is attached as Appendix G. It would be possible. by using 
Exhibit G in combination with Exhibits D, E and F, with modifi- 
eations and additions, to find a basis for a uniform investment 
law as a ground for compromise. 

The provision as to the dividend record of a stock might be 
elaborated so as to furnish greater security. It is important that 
there should be no outstanding securities having priorities, by 
reason of which there might be no tangible assets behind the com- 
mon stocks. If a life insurance company is restricted to three 
per cent of the outstanding stocks of one corporation it would 
be less likely to become responsible for the management of the 
enterprise, and in other ways to become involved in the con- 
sequences Which were referred to by the Armstrong Committee. 
If it is further restricted to the holding of not in excess of one 
per cent of its assets in a particular corporation, the amount at 
risk in one investment would not be so large, and would make 
those consequences less probable. These limitations would assure 
wide diversification. If the total amount of stocks held by a life 
insurance company is limited to twenty per cent of its admitted 
assets any loss would probably not be serious and the interests 
of policyholders would not thereby be endangered. Under these 
ratios the maximum stock investments of a life insurance company 
with one hundred millions of assets would be limited to twenty 
million dollars, and the maximum investment in one corporation 
would be limited to one million dollars regardless of the capital- 
ization of the business in which the investment is made. If deemed 
advisable there might be a fixed maximum on the amount which 
and both as to this and 


could be invested in one corporation, 
author- 


the amounts resulting from the application of the ratios, 
ity could be vested in the Commissioner of Insurance, in each 
case where an exception might properly be made, upon written ap- 
plication with full particulars to him, and with a written permis- 
sion and record in his office, to authorize an increase in any of 
the limits in a particular instance. 

Inasmuch as common stocks are subject to 
mortgages, debts, preferred stocks, and other preferential obliga- 
tions, and as the net yield from stocks is not in many instances 
sufficient to cover reserve interest requirements. some conserva- 
tive executives feel that no part of policyholders’ reserve funds 
should be invested in stocks, and that statutory enactments author- 
izing stock investments should be limited to restricted percentages 
of the capitals and surpluses of the companies, above reserves 
and other liabilities, thus confining the investment of policyholders’ 
reserves to interest bearing securities. 

The restrictions proposed might minimize objections to 
investments, but the difficulties attendant upon using market values 
in the annual statements would remain in degree as the invest- 
ment is speculative. The necessity for skill and conservatism in- 
creases with the investment hazard. No matter what the invest- 
ment is, it should be of a character and with a choice suitable 
for trust funds. Laws may restrict dishonesty and recklessness, 
but no law can assure perfection in human nature or in business 
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BRIEF OUTLINE OF ESSENTIALS OF STOCK 
PURCHASE TRUST PLAN 


In response to numerous requests for a brief presentation of 
the essentials of the stock purchase trust p'an, The Equitable 
Trust Company of New York's Insurance Trust Department 
prepared the following summary adapted for such a need. Un- 
derwriters appreciate the value of a client’s time, and in order 
to give as many facts as possible during an interview, it has 
arranged this outline for the underwriter’s convenience. 


The Problem 
Stockholders Interest in Business 


A % 
B O, 
Cc % 

% 


D 

At the death of any one of you who will own your stock and 
who will vote your shares? 

I | a is 0 bbc 664s 6 CEU eee E ee Cc tbh cd sUs bo cHecihidha 
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If you are the first to die, would the above arrangement be 
satisfactory to you? 

If you are a survivor 
to you? 

Would you prefer an arrangement which would assure each of 
you that your family will receive cash for your interest? 

If you are one of the survivors, would you prefer to own more 
stock at the death of a stockholder and keep the management of 
entirely in your hands and in that of the other 


will the above arrangement be satisfactory 


the business 
survivors ? 


The Solution 
Decide on the present value of all of the outstanding stock. 
Decide on a method of determining the value of the stock on 
the death of any stockholder. 
(Use any method which is pactical and fair to all of the stock- 


holders. ) 

The following is a suggestion only. 

Use book value with an allowance for good will. Calculate pres- 
ent value as follows: 

Average earnings per annum past five 


WORED: cccccececevedsiectsdenwsers dvd 
Average book value past five years ..  .....ccceeee sevceccces ec 
6% on average book value past five 

WOU. cent cevevdstucses cevecetitedeee: “eumecevesics : seacutes cane 
Difference represents “excess” earn- 

ines DOF GUREER BASt BVO FORUE cece wicccevccess cvccececion . 


Approximate value of good. will. 
(Five or more times “excess” earn- 
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Present book value of outstanding 
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Present book value, plus above food ........0065 cee ecceceees 

will value, equals approximate total .........666 0  cecceeeceeee 
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THE AMERICAN COLLEGE OF LIFE UNDERWRITERS, PHILADELPHIA, PENNSYLVANIA 


Answers to Part V—June C. L. U. Examination Questions 
(Concluded from previous issues) 


Finance 

Question 1. (a) Explain carefully the separate steps in the 
promotion of a new business enterprise. 

(b) Point out the methods a promoter may use to obtain con- 
trol of a new business opportunity. 

Answer. (a) He must first assemble his proposition, i.e., he must 
acquire such land, buildings, trackage etc., as he may need, either 
by purchase or on option, generally the latter. He must study,— 
assuming this to be a manufacturing of a specialty—first, the 
market for his product; second the sources of his raw material; 
third, the location as to labor supply and economical distribution ; 
fourth, the carefully estimated costs of manufacture and sales, 
as well as executive overhead. He must estimate the possible 
profit per unit and the possible sales, and figure out how much 
capital will be needed for the enterprise, how it will be divided 
between fixed assets and current assets, how he can secure the 
proper management personnel, preferably with stock interest in 
the business; how he can best set up the capital structure, deter- 
mine whether he is going to sell the shares to the public or to 
a small group. If the latter, after all these preliminary steps, 
he is ready to start seeing his selected prospects for directors 
and stockholders. If it be a very large enterprise, after getting 
his initial group, he must provide plans for putting over the pub- 
lic financing. He should make a definite contract with the initial 
group as to his own interest, which should always, to some extent 
at least, be contingent on the success of his promotion and is 
frequently based on the success of the business itself. In other 
words, he must take stock for his promotional profit, and generally 
must agree to escrow that stock until a market is made, if it is 











TRUST PLAN—Continued 

Same method may be used to determine value at any time. 

Make a purchase and sale agreement now. 

Each of the survivors agrees to buy from the estate of that 
one who is the first to die, a proportionate part of his stock. 

Each of you agrees to sell to the others if you are the first to die. 

Name a corporate trustee, as trustee, under the agreement. 

Deposit your stock with the trustee. 

Use insurance to provide the purchase money. 

Amount of insurance reserve on 
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Decide among yourselves as to the present value of your stock 
and decide among yourselves upon a method for valuing the stock 
at the death of the stockholder who is the first to die. 

Have an attorney prepare the purchase and sale trust agreement. 

Submit the agreement to the trustee for additional suggestions 
and for consideration by the trustee’s attorney. 

Execute the agreement with the trustee and deposit your shares 
of stock with the trustee. 

Deposit the insurance contracts with the trustee. 





a public financing, and generally he agrees to hold it for a certain 
period of time even in a closely held company. 

(b) A promoter may secure control of a new business opportu. 
nity by getting options on patent rights; on a location, say, for a 
bank: on an idle plant; by securing quietly options on a group of 
plants, competitors in some industry; by option on a right to 
promote the marketing of a new stock issue on an old established 
corporation; in an oil field, by securing large blocks of leases and 
then getting an operating company interested, etc. 

I assume the question means “getting” control of an opportunity 
to promote a new venture, as it is very seldom that any promoter 
can have ultimate control of the business he has promoted. 

Question 2. What are the customary provisions in corporation 
mortgages pertaining to (a) the disposal of sinking funds? (hb) 
the issuance of additional bonds under the same mortgage? 

Answer. The customary provisions in corporation mortgages per- 
taining to 

a. The disposal of sinkine funds are 

1. That the sinking fund shall be invested in certain classes 
of securities and permitted to grow until the bonds have matured 
when the securities shall be sold and the proceed used to retire 
the bond issue. 

2. That the money in the sinking fund may be used from time 
to time to purchase the company’s own bonds in the open market 
which would then be cancelled. 

3. That the bonds should be callable at a certain price and the 
sinking fund used to pay off bonds which have been called. 

4. A serial bond issue does not ordinarily necessitate the crea- 
tion of a sinking fund but there may be a provision for such from 
which serial bonds may be redeemed as they mature. 

b. The issuance of additional bonds under the same mortgage 
are— 

1. That the mortgage be sufficiently large in size to permit of 
a bond reserve. For instance, the mortgage may be for $5,000,000 
but only $3,000,000 worth of bond be issued. The additional bonds 
may then be issued when the corporation needs funds. 

2. That there shall be an open-end mortgage. Under such an 
arrangement, if certain requirements as to interest earnings, mar- 
gin of safety in security, and other provisions for the protection 
of present security holders have been complied with, additional 
bonds may be issued. The restrictions placed upon such issues 
must be carefully drawn in order to avoid “watered” bonds. 

Question 3. A corporation has fixed assets valued at $500,000, 
and current assets having a combined present market value of 
$400,000. The outstanding capital stock is $300,000 par value, and 
the surplus $400,000. 

(a) Distinguish between fixed assets and current assets. 

(b) Explain three methods of disposing of the surplus. 

Answer. (a) By fixed assets are meant forms of capital which 
are relatively permanent in character and which could not be 
easily liquidated. Illustrations are land, buildings, machinery, 
equipment, etc. 

by current assets are meant those items which may readily be 

Continued on page 496 
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THE COMPLETE ESTATE — 


is represented in the Manhattan ‘Seven Point Special’’ Policy. 
Eloquent tribute to the inherent value and comprehensive nature of the policy has been 
given by merchants, bankers and executives—these are the men who have endorsed the 
‘Seven Point Special” by becoming its largest buyers. 


Briefly stated the main benefits of this all-embracing contract are: 
Al A ge 60 the following Options : 


1. Retirement Income ......... $100.00 

a month for life 
$14,370.00 
$8,100.00 


Guaranteed for 120 months. 


Larger if dividends are accumulated. 


a See Pee oe eee ek 
Larger if dividends are accumulated. 


eee 
and 

Paid-Up Life Insurance ..... 

4. Paid-Up Life Insurance ..... 


Not subject to evidence of insurability. 
Larger if dividends are accumulated. 
Subject to evidence of insurability. 


$10,000.00 
$22,920.00 


Before Age 60: 


— Waiver of Premiums and 
5. Total and Permanent Disability Benefits 


Monthly Income of $100.00 


At Death from Natural Causes: 


6. Face Amount or Cash Value 
(whichever is the greater) 


mover [e8. GRAM «soe 6es cwwese Larger if dividends are accumulated. 


$10,000.00 


At Death from Accident: 


7. Double Face Amount ....... $20,000.00 Larger if dividends are accumulated. 


The above illustration is for a $10,000.00 Policy 
The “Seven Point Special” is also issued to mature at Age 65 


A “SEVEN POINT SPECIAL” POLICY MEANS LIFE INSURANCE 
SATISFACTION 


THE MANHATTAN LIFE 
INSURANCE COMPANY 


Its traditions and ideals have been 
built on the motto of “Reliability” 
and as such, it has earned the name 


“THE OLD RELIABLE” 


FOUNDED 1850 
654 MADISON AVENUE AT 60th STREET 
New York, N. Y. 
THOMAS E. LOVEJOY, President 
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COLLEGE OF LIFE UNDERWRITERS—Continued 
liquidated within a short time. Examples of such are notes ra 
ceivable, accounts receivable, cash, inventories, etc. 

The “rule of thumb” method is that current assets should bear 
a ratio of 2 to 1 to current liabilities, 

(b) Three methods by which the surplus might be disposed of 
are - 

1. Pay it out in cash dividends, either in regular ones, or 
extras. 

2. Issue stock dividends. By this means the surplus is capital. 
ized and is thereafter shown on the books as capital stock instead 
of surplus. This is quite frequently done to conceal large earp. 
ings, to expand a business, to aid stockholders in avoiding taxes, 
etc. 

3. Issue scrip. If a company has a large surplus but needs 
ready money in its business either for expansion or to tide over 
some expected business or financial depression, it may not want 
to pay out its surplus in cash dividends but at the same time desire 
to avoid antagonizing stockholders who think they should receive 
something. Consequently, it may give them scrip, (either interest 
or non-interest bearing) which entitles them to receive certain 
payments at the end of a given period of time, say a year. 

Question 4. The United States Steel Corporation recently an- 
nounced plans for reshaping its capital structure by issuing com 
mon stock to retire outstanding funded debts. The purposes of 
this financing was said to be (1) reducing fixed charges, (2) 
making a larger proportion of gross earnings available for divi 
dends and (3) increasing the equity of the preferred stock. 

(a) What is meant by fixed charges, dividends and preferred 
stock ? 

(b) Show how this refinancing will attain the above purposes. 

Answer. 1. (a) By fixed charges are meant those expenses of a 
business which continue irrespective of whether a plant is operat- 
ing full time or is idle. They should be distinguished from those 
variable costs which fluctuate with the amount of goods produced. 
For instance, a plant manufacturing steel rails would have vari- 
able costs, such as for raw material and labor, which will be 
large or small according to the quantity of rails manufactured. 
On the other hand, interest on the money invested in the plant, 
taxes on buildings, insurance premiums, royalties, etc. are fixed 
charges which remain practicably constant. Since the interest on 
funded indebtedness is a fixed charge, the company reduces its 
fixed charges by retiring such indebtedness. 

2. Dividends on stock are distributions of earnings which are 
paid only if made and declared and are not fixed charges. There 
fore, if earnings fell off, dividends need not be paid and as the 
company’s fixed charges are lower, there is less chance of insol- 
vency. 

3. Preferred stock is a form of ownership in a corporation 
which is given some particular advantage, such as the right to 
receive dividends before they are paid on other stock, the right 
to be paid off first in case of dissolutions, etc. It may be cumula 
tive, (i.e. if dividends are not paid in one year, they will be paid 
later if earned), or participating (i.e. receive an extra dividend, 
by sharing profits with common stock after a certain dividend 
rate has been paid on the common), or have other special features 
embodied in it. Usually there is no voting power although there 
may be in case dividends are in arrears, the company is insolvent, 
etc. 

(b) The means by which this refinancing will accomplish the 
purposes desired have already been suggested in part. To summar- 
ize, however, (1) Fixed charges will be less because there will 
be no obligation to pay interest on the funded indebtedness. (2) 
A larger proportion of earnings will be available for dividends since 
they won't be necessary for meeting fixed charges (as there will 
be more stock in place of the indebtedness, however, the dividend 
rate will not necessarily be higher) and (3) the equity of the 
preferred stock will be increased because the assets of the corpora 
tion will not be encumbered with mortgages which have previously 
been a prior lien and which would have had to be paid off first in 
case of dissolution, before the preferred stockholders could get 
anything. 

Question 5. (a) What is a holding company? (b) Explain 
three methods which a holding company may employ to acquire 
the stock of the companies it desires to combine under a single 
management. 

Answer (a) A holding company is a separate corporation which 
has been formed for the acquisition of the securities of two or 


to 
bu 


ied 
Tes re. 


ld bear 
sed of 
ies, or 


apital- 
nstead 

earn- 
Taxes, 


needs 
» over 
want 
desire 
Pcelve 
lerest 
‘rtain 


an- 
com 


divi- 
‘rred 


Dex, 
of a 
‘rat- 
hose 
ced, 
‘ari- 

be 
red, 
ant, 
xed 

on 
its 


are 
‘re- 
the 
:0)]- 


ion 
to 
ht 
la 
id 
vd, 
nd 
es 
re 
it, 


November 1, 1929 


BEST’S INSURANCE NEWS (Life Edition) 


497 








eeeeEy7 
eT 


more concerns in competing or closely correlated industries for the 
purpose of combining the control and activities of these operating 
companies. Thus the Cloverblossom Creamery Co. and the Belle- 
feld Dairy Co. may be combined by the formation of the Dairy 
Products Finance Co., and unity of management secured. Or a 
mining company, a railroad for transportation of the ore, and a 
steel Co. might be so combined. 

(b) Methods of acquiring securities of the existing companies. 

(1) The holding company may exchange its own securities for 
those of the companies to be combined. The basis for the 
exchange would be determined by the relAtive value of the 
securities of the (at present) independent companies. 

(2) The holding company may sell its own securities and use 
the proceeds to purchase the securities of the independent 
companies in the open market. 

(8) It may borrow funds for the purchase of the securities of 
the constituent companies. 

Question 6. As credit officer of a commercial bank, 
tors would you consider in determining the credit rating 
business enterprise? 

Answer. If I were credit officer of a commercial bank, I would 
consider the following factors in determining the credit rating of 
a business enterprise. 

a. Character of the borrower. 

Reputation for honest dealing. 

Sense of responsibility. 

Nature of his business methods as they evidence his belief 
in square dealing, etc. 

b. Capacity of borrower. 

Reputation as a business man. 

Previous record in business. 

Length and nature of business experience. 
Progressiveness of methods employed. 

ce. Capital of borrower. 

Extent of capital assets and degree to which encumbered. 

Amount of investment in business and whether investment 
is of a profitable character; i.¢. are assets revenue produc- 
ing. 

Extent to which fixed capital is specialized. 

Amount of working capital normally on hand. 

d. Insurance against various risks. 
Life insurance on key men. 


what fac- 
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Fire, use and occupancy and other forms of insurance on 
property. 
Public liability, workmen’s compensation insurance, auto 


liability insurance carried, etc. 
Bonds obtained from contractors and supply men, etc. 
e. Financial statement— 
Classified analysis of assets and liabilities. 
f. Operating ratios—as 
Ratio of current assets to current liabilities. 
mn * inventories to liabilities. 
sales to inventories, etc. 

gz. Reports of mercantile agency ratings, as those of Bradstreet 
or Dun. 

h. Terms of sale in the borrower's business, including usual 
practices as regards extensions, discounts, etc. 

i. Fundamental economic importance of the business in which 
the borrower is engaged. Where the demand for a product 
is constant and based upon organic needs, the risk is 
better, other things being equal, than if the product is a 
novelty or fad. 

j. Purpose for which loans are to be used. 

Question 7. What is the relationship between (1) loans and 
deposits and (2) deposits and reserves of a commercial bank? 
Relationship between : 

(1) Loans and deposits. It is out of the deposits of a bank 
that it is able to grant loans. When loans increase in amount de- 
posits will also be increased but not necessarily to the same extent. 
Bauks usually require a borrower to keep on deposit a certain per- 
<eniage, 10%,—20%., of the amount of the loan. Smith borrows 
$50,000 from Bank A, deposits the $50,000 and then draws checks 
to make the payments for which the loan was made, reducing the 
$50,000 deposit to, say $10,000 which the bank requires him to 
reinin with them. Thus the loans of this bank have increased by 
$50,000 and the deposits by $10,000. This relative increase in 
loans will not usually be as great because Smith may have owed 
Jones $15,000—Jones is a depositor in this bank. Jones deposits 
Smith's check so the increase in deposits has been $25,000 as com- 


a *e 


Answer, 


pared with the $50,000 increase in loans. When the loans to de 
posits ratio is increasing the bank is apparently granting credit 
freely and this credit may be dangerous. If there are heavy with- 
drawals of deposits the bank will have to curtail its loans in order 
to pay the claims of its depositors. Thus in a period of prosperity 
loans to deposits ratios for all banks have increased to dangerous 
degrees and many loans have been placed into long term extensions 
of plants, ete., which are not easily liquidated. A crisis arises, 
credit is tightened and businesses, unable to pay their loans, fail, 
bringing on a period of depression in which the ratio of loans to 
deposits will be considerably reduced. 

(2) The relationship of deposits and reserves of a commercial 
bank is as follows: A bank is required to keep on deposit with 
the Fed. Res. Bank of its district 15% —10% or 7% of its demand 
deposits depending upon the location of the member bank in a 
central reserve, reserve or country town. If the bank is lending 
freely and deposits are increasing it must build up its account to 
keep the required reserve. To build up its reserve it may redis- 
count with the Fed. Res. Bank certain eligible papers if it has 
its loans in such paper. If it has other loans which cannot be 
rediscounted its reserve becomes deficient and it must liquidate 
some of its loans. Thus in a period of prosperity the ratio of 
deposits to the reserve (deposits with the Fed. Res. Bank) has 
increased. The ratio is usually expressed as the ratio of reserve 
to deposits. When this ratio approaches 13%, 10% or 7% as the 
case may be, it serves as a danger signal and loans are curtailed 
(as before) in order to build up the reserve or reduce deposits. 

Question 8. Distinguish between inflation and deflation of bank 
credit, and explain the processes by which these are brought about. 

Answer. Inflation of bank credit is the result of an increase 
in loans to such a point that the credit system is in danger of a 
serious jolt in case there should be any disastrous failures of big 
business concerns. This inflation may arise either from extension 
of credit to finance business expansion beyond the real needs of 
business, as was done with the railroads prior to the panic of 
1873. Or it may result from financial inflation which arises from 
the practice of lending on stock market collateral. If prices are 
rising in the stock market, there will be a tendency for the pub- 
lic to borrow money to buy stock even though the present dividend 
yield on the stock may be low. As these loans on collateral in- 
erease there is a tendency for bank credit to become inflated as 
a result. If psychological conditions and other factors force prices 
higher and higher and the banks get loaded up with paper secured 
by collateral, the results may be disastrous when the bubble bursts. 
The Federal Reserve Board has been endeavoring to curb recent 
speculative activity in the stock market by raising the discount 
rate but opinion seems to be divided as to whether this is a hin- 
drance to business in financing its needs rather than a check on 
speculation. 

Deflation is also a relative term and is ordinarily used to mean 
the sudden withdrawal of support from a credit situation which 
may have been artificially maintained so that loans are paid off, 
securities sold, inventories reduced, further expansion curtailed 
and bank loans much reduced in relation to deposits. 

Inflation is brought about by rising commodity prices, increasing 
earnings of business and the lure of great profits which encourage 
extensive borrowing to finance new or expanded enterprises, to 
purchase stocks which apparently have possibilities of appreci- 
ation, ete. Conversely, deflation results whéf, the bubble bursts 
and the reversed conditions are occurring or when pressure through 
the discount rate is exercised to keep down loans. 

Question 9. Differentiate between legal interest rates, 
money rates and time-money rates. 

Answer. A legal interest rate is that stipulated by statute as 
the maximum which a lender may charge on loans in the partic- 
ular state. The legal rate is 6% in Penna. A penalty for charging 
in excess of the legal rate is a feature of many state laws. Fre- 
quently, loans under $300 may be made at a rate much in excess 
of the usual legal rate. In Penna., I believe this is 3% a month. 

Loan sharks who lend to persons in straitened circumstances but 
in need of funds because of sickness, emergencies, etc. thus can 
ean collect much more than the 6% which commercial borrowers 
pay. Incidentally, banks frequently collect more than 6% indirectly 
on their loans by .requiring a borrower to maintain a deposit 
amounting to possibly 10 or 20% of the loan. 

A call-money rate is the rate charged for demand loans and is 
used principally in connection with the financing of transactions 
in securities. This rate varies from day to day in accordance 
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Valuable Guide for the Selection of Experienced and Capable Insurance Attorneys 


BEST’S RECOMMENDED INSURANCE 
ATTORNEYS 


Is a reference work of experienced and capable insurance 
attorneys, prepared by Alfred M. Best Company, Inc., with 
the aid and co-operation of more than 700 insurance com- 
panies. 

The admittance of attorney firms to the reference work 
is restricted to only those who have performed services for 
insurance companies and have been recommended by such 
insurance companies. 


AN UNUSUAL FEATURE 


An interesting and unusual feature of Best’s Recom- 
mended Insurance Attorneys is the classification of attorneys 
by those branches of insurance law for which they are best 
equipped to handle or have specialized in. 


Some of the Special Classifications are 


Fire Burglary, Theft & Larceny 
Casualty Admiralty 

Surety Inland Marine 
Re-Insurance Life 

Excess Insurance Aviation 

Commercial Workmen's Compensation 
Longshoremen’s Compensation Accident and Health 


ALFRED M. Best Company, INc. 
Home Office: Best Building 
75 FuLTon Street, New York, N. Y. 
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BEST’S LIFE INSURANCE REPORTS 


1929 EDITION 


Supplemented Monthly with 
BEST’S LIFE INSURANCE NEWS for One Year BEsT’s 


IFE INSURANCE 
R EP ORTS 


Beginning with the May 1929 Issue 


Our subscribers will be interested to know that to all purchasers 
of Best’s Lire INSURANCE REPorTs an annual subscription to Best's 
Life Insurance News (regularly priced at $3.00 annually) will be 
included. 


Best’s Lire INsuRANCE News, which chronicals all happenings of 
importance in the Life Insurance Business, will act as a monthly 


; > x 8 INCHES 
supplement to Best’s Life Insurance Reports. BIBLE PAPER 
FLEXIBLE LEATHER BINDING 
Our subscribers will find this “Book and News” combination most See cece 


valuable. 


BEST’S LIFE INSURANCE REPORTS CONTAIN THE FOLLOWING TOPICAL PARAGRAPHS 
FOR EACH COMPANY 


Assets and Liabilities in detail Growth of the Company since ‘organization 
Income and Disbursements in detail Cash Premium Income for the last five years; new and renewal; 
Gain and Loss Exhibit in detail life disability and double indemnity separately, with totals 


Classes and Amounts of Business in Force: Ordinary, industrial, Gross and Net Lines: Maximum amount written and retained 
group; participating, non-participating, deferred dividends. Officers . 


Analysis of Expenses and Loadings, etc., for the last five years 
History since organization : ; 
Management and Reputation: editorial comment, “rating” and Territory: States in which companies are licensed 


also insurance experience of executive officers Form of Valuation: Actuarial tables used and amounts of busi- 
Forms of Policies Issued: kinds of standard and unusual policy ness on the various principal forms 


forms; ratings for women 


Policy Provisions: Non-forfeitable benefits, disability benefits, Note: Fraternals and Assessments fully reported upon. Valua- 
double indemnity benefits; whether or not issued to women tion results given if obtainable. 


$15.00 PER COPY 


Reduced rates if you represent any company 
under club arrangement with us 


ALFRED M. BEST COMPANY, Ine. 


HOME OFFICE, BEST BUILDING 
75 Fulton Street, NEW YORK 


Directors or Trustees 


CHIcaAco ATLANTA CLEVELAND 
10 South La Salle Street 1330 Hurt Bldg. 360 Hippodrome Annex 
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COLLEGE OF LIFE UNDERWRITERS—Continued 


with the supply and demand for loanable funds, and may at 
times reach very high points. 

Time-money rates are the rates charged on loans of 30, 60 or 90 
days. This term is frequently associated with business trans- 
actions just as call-money rates are associated with security 
transactions. A commercial borrower, for instance, who wants to 
finance the marketing of his produce will borrow for 90 days, 
let us say, at the time-money rate. These rates are more stable 
than those for call-money and at the present time are largely 
governed by the Federal Reserve rediscount rates and of course 
the legal rate. 

Incidentally, it should be noted that call-money rates may by 
law, exceed the legal rates. For instance, in Penna. under a recent 
enactment, banks may charge more than the legal rate of interest 
on loans in excess of $5,000 secured by financial collateral. 

Question 10. (a) What is the nature of investment credit? 

(b) Enumerate and define carefully three types of securities 
representing investment credit. 

Answer. (a) Investment credit is long term credit. It is em- 
ployed in long time financing and is handled by an investment 
house, not by a commercial bank which deals in short term obli- 
gations primarily. 

(b) Three types of investment securities are: 

1. Mortages. 
These are a senior lien on the property mortgaged and 
subject to foreclosure if interest is not paid when due. 
tonds. 
There are various types of bonds ranging from those issued 
under a closed mortgage to income bonds on which interest 
is paid only when earned. 
3. Stock 
Stock represents ownership of a business and thus differs 
from bonds, which are evidences of indebtedness, not own- 
ership. The return of the stock, called a dividend, depends 
wholly upon the ability of the business to earn a profit. 

Question 11. (a) What is there in the nature of public utilities 
that has necessitated their public regulation? 

(b) Enumerate the chief purposes of public utility reculation. 

Answer. (a) Public utilities are semi-public corporations which 
have had to be regulated by the various states because. 

1, They enjoy a practical monopoly of the service they render in 
many fields. For instance, it would not be feasible to give two 
trolley companies franchises to operate over the same street. 
Nor would it be economically sound. Therefore, the company which 
receives such a franchise enjoys a monopoly of the trolley business 
on that street. This is likewise true in the case of gas companies, 
water companies, light and power companies, telephone companies, 
etc. It would not be economical to have duplicated facilities nor 
would better service necessarily result. However, when the public 
grants a monopoly, it should have the right to see that the 
monopoly is exercised in its best interests. 
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2. The services rendered by utilities are essential. Mos’! of the 
services, such as light, transportation, etc. are basic nev xsities 
and for that reason should be regulated by the publie wiion the 
public gives one organization alone the right to render such | cryjce 

3. The public is entitled to good service and since this cannot 
be obtained as a result of competition, the public has the richt to 
require the utility, to which it has given special privileces. to 
maintain a fair standard. 

4. The public is entitled to the service at reasonah|: ates. 
Monopoly profits should not be permitted and since there is no 
competition to keep rates down to costs of production the public 
should be permitted to regulate the utility so that (a) rates are 
not exorbitant, (b) rates are equitable as between consume and 
(c) rates are high enough to permit of rendering good sery ice 

(b) The chief purposes 6f public utility regulation hav heen 
suggested in connection with the previous discussion, namely. to 
see that (1) The public receives a fair standard of service. (° 
That rates are adequate, equitable and not redundant. (3) Thay 
abuses are not permitted in the management or operation of a 
utility which will endanger public interest. 

Question 12. Outline the chief factors which influence the 
market prices of (a) stocks, and (b) bonds, 

Answer. Stocks—Factors influencing: 

1. Intrinsic earning power—this only over a long period of time 

2. Money market conditions. 

3. Price level. 

4. Manipulation. 

5. Period of the business cycle at the time, such as depression, 
boom, ete. 

These latter are short run factors. To explain each would take 
a book. Interest rates (money conditions) are vital. Scarce funds 
and high rates eventually cause low prices. Manipulation is ever 
present, although over a period of time the investor need not worry 
about it. This is true also regarding the business cycle 

jonds—-Factors influencing prices ; 

1. Long time factors 

(a) Earning power of the corporation. 
(b) Policy of management adopted. 

2. Short time factors. 

(a) Interest rates. High rates cause low prices. At least when 
rates are high prices are low. It may be argued that the rate is 
a result rather than a cause, because the rate is a ratio. 

(b) Warning power of the wage earner and the proportion which 
he invests in securities, 

(c) Panies, depressions ete. Often in case of panics, good bonds 
are sold to realize ready cash to support the business, carry stock 
investments, etc. 

(d) Commodity price level—if prices are high, bonds will be low. 

(e) Special taxes or tax-exemptions given by the Governments 
Tax exempt securities cause the price of this class to rise 
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REPORTS UPON COMPANIES AND ASSOCIATIONS 


ACACIA MUTUAL LIFE ASSOCIATION, 
WASHINGTON, D. C. 
Production Figures 
The Acacia Mutual announces a net gain of insurance in force, 
for the first eight months of this year, of $25,227,440, which is 
6% o% of the business placed by the Association during the same 
period, which was $37,783,594. 


AETNA LIFE INSURANCE COMPANY, 
HARTFORD, CONN. 
Hupp Motor Car Corporation Adopts Extensive Group Plan 
The Hupp Motor Car Corporation has effected through the Aetna 
Life, a combined plan of Group Life and Sickness and Accident 
Insurance for the benefit of 7,000 employees in its Division, Sub- 
sidiaries and Affiliated Companies. The amount of Group Life 
Insurance involved is $15,000,000 and the Group Sickness and 
Accident Insurance will have an annual premium approximating 
875,000. The cost of the plan is shared by the Corporation and 
the employees. 
Employees Purchase Increased Amounts 

The Hupp Motor Car Corporation first adopted Group Life 
Insurance December the 12th, 1924. The original policy provided 
Life Insurance only and the plan limited a very large percentage 
of the employees to a $1,000 policy. This Group Insurance pro- 
gram has now been modernized by raising the minimum limits 


of Life Insurance to at least $2,000 for male employees and by > 


the addition of a very practical plan of Sickness and Accident 


benefits. 


Life Weekly 
Insurance Benefits 
£4.000.00 $24.00 

2? 000.00 12.00 
1.000.00 12.00 


Classification 
OE o cbs tendo USK chewed 
Male employees ........... 
Female employees ......... 


The Sickness and Accident Insurance has been offered to the 
plant employees only. Ilowever, the Life Insurance obtainable 
by the office and salaried group has been substantially increased 
under the newly adopted policy. 

The weekly benefits for temporary disability begin on the first 
day in case of accidents and the 4th day in the event of sick- 
ness. These benefits continue for a period not exceeding twelve 
weeks for any one disability. 


BANKERS GUARANTY LIFE COMPANY, 
SEDALIA, MO. 
Report of Examination Completed 

This company was examined as of April 30, 1929 by the Insurance 
Department of Missouri. The report, which is dated May 26, 1929, 
has been completed but has not as yet been released by the 
Missouri Insurance Department. It is expected that the report will 
be made public shortly. 

CALIFORNIA STATE LIFE INSURANCE COMPANY, 

SACRAMENTO, CALIFORNIA 
Agency Department Changes 

resident J. Roy Kruse of California State Life has announced 
a reorganization of the home office Agency Department of his 
company which involves some new appointments and readjustment 
of duties. The Agency Department, which since last February 
has been under the direction of James L. Collins as Superintendent 
of Agencies, has been divided into four sections. Frederick Faulk- 
ner, heretofore Superintendent of Field Service, has been appointed 
Assistant Superintendent of Agencies and will become an active 
aid to Mr. Collins in development and supervision of the agency 
forees. At the same time he will have charge of the bureau of 
field service and education, as well as retaining for the present 
charge of advertising and publicity. Benton Maret, who was 
Agency Director throughout 1928, will henceforth devote all his 
time to greater development and the conduct of the Conservation 
ureau. Some three years ago Mr. Maret originated the Con- 





servation Bureau in the company and demonstrated its prac- 
tical values. Supervision of accounts of agents and agencies 
and the handling of first year business, including the collection 
of first year accounts, will be under Carl O. Brown who has been 
charged with these duties for the last four years. 


HARTFORD, CONN. 


To Reduce Par Value and Increase Capital 
On October 10th the Connecticut General announced its intention 


to take advantage of the company’s charter amendment permitting 
a reduction in the par value of the company’s stock from $100 to 
$10 per share, and at the same time to act on the recommendation 
of the directors to increase the capital to $3,000,000, the present 
capitalization being $2,000,000. The new issue will be sold to 
present stockholders at par value, $10. The stockholders will meet 
on November 18th. 


EAGLE NATIONAL LIFE INSURANCE COMPANY, 
DECATUR, ILL. 
To Discontinue Stock with Policy 

In accordance with the recent ruling by the Attorney General 
of Illinois, Oscar E. Caristom (see page 480 of this issue), this 
company will discontinue the issuance of life insurance policies to 
which a provision for the purchase of stock in a proposed company 
was attached. 


EQUITABLE LIFE INSURANCE COMPANY, 
DES MOINES, IOWA 
Production Figures 

The Equitable Life had a paid-for production of $6,259,247 during 
the month of September which is an increase of $348,657 over 
September, 1928. During the first nine months of the year the 
paid-for business on the lives of old policyholders was 39.6% of 
the total business produced. 


FEDERAL CASUALTY COMPANY, 
DETROIT, MICH. 
Licensed to Write Life Insurance 

This company was incorporated March 19, 1906 and began busi- 
ness May 2, 1906 with a paid-in capital of $100,000 and a paid-in 
surplus of $15,000. In January, 1910 a stock dividend of 100% 
increased the capital to $200,000 and in 1922 another stock dividend 
of $150,000 increased the capital to $350,000, at which amount 
it now stands. It was licensed on October 2, 1929 by the Lllinois 
Insurance Department to write life insurance. The company is 
under competent management and has an excellent loss paying 
record. 


FEDERAL LIFE INSURANCE COMPANY, 
CHICAGO, ILL. 
To Increase Capital to $500,000 
The directors of this company recently recommended an increase 
in the capital stock from $300,000 to $500,000. The new stock will 
be issued to present stockholders at par, $100 per share, if the 
stockholders of the company approve the recommendation at a 
special meeting to be held November 15th. 


GIRARD LIFE INSURANCE COMPANY, 
PHILADELPHIA, PA. 
New Preferred Risk Whole Life Policy 
The Girard Life has just announced the issuance of a new 
Preferred Risk policy on the Ordinary Life basis. It will be 
issued only on first-class lives between the ages of 20 and 55 (in- 
clusive) and for a minimum amount of $5,000. It will be issued 
only to superior risks engaged in professions or in business, ete. 
and other first-class risks engaged in healthy and non-hazardous 
occupations. The usual disability and double indemnity benefits 
may be issued with this contract. The reserve basis is on the 
New Jersey 1922 Standard at 3%%. The rates are as follows: 
Preferred Risk Whole Life 
Age 20 25 30 30 40 45 50 5D 
Reg. Pr. $14.64 $16.50 $18.90 $22.01 $26.18 $31.82 $39.55 $50.20 
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More potent than the most vigorous propaganda, or the 
most scathing resolutions denouncing the twisting evil, is 
the influence of a body of loyal and well-satisfied policyholders. 
Witness this expression from a staunch policyholder of the 
Peoria Life: 


“I think I am in a good company when I think about 
the Peoria Life. I had a lot of agents talk to me about 
different companies and was trying to make me drop it. But 
I told them this; just keep your policy. You reckon I am 
a fool, and you try to make me drop my policy which I 
have paid for all this time. No, not me!” 





Taming The Twister 


PEORIA LIFE INSURANCE COMPANY 





Not a literary masterpiece, to be sure. But an honest, 
sincere statement of an attitude which is typical of the Peoria 
Life Family of Satisfied Policyholders. They appreciate the 
splendid features of Peoria Life policies, the completeness o! 
They are impressed with the evident 
desire of the Company to serve them well. They are not 
easily disturbed in their loyalty to the Peoria Life. Their 
favorable recommendations carry weight with friends. In 
getting and holding business, Peoria Life Service to Policy- 
holders is a tremendous asset to Peoria Life agents. 


Peoria, Illinois 


Peoria Life Service. 
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GRANGE LIFE INSURANCE COMPANY, 
LANSING, MICH. 


Sale to Ohio National Disapproved 

Hon. Charles D. Livingston, Insurance Commissioner for the 
State of Michigan, has refused to give his approval to the trans- 
action recently announced whereby the Ohio National Life Insur- 
ance Company of Cincinnati was to purchase control of the Grange 
Life. The Commissioner said that he does not approve of the 
purchase of control and reinsurance of solvent life insurance com- 
panies. The Grange Life is not considering taking issue with the 
Insurance Commissioner in regard to his refusal to permit this 
transaction. 

GREAT STATES LIFE INSURANCE COMPANY, 
BLOOMINGTON, ILL. 


To Discontinue Stock with Policy 
In accordance with the recent ruling by the Attorney General 
of Illinois, Oscar E. Carlstrom (see page 480 of this issue), this 
company will discontinue the issuance of life insurance policies to 
which a provision for the purchase of stock in a proposed company 
was attached. 


-_— 


ILLINOIS BANKERS LIFE ASSOCIATION, 
MONMOUTH, ILL. 
To Become Legal Reserve Company 

Steps to change The Illinois Bankers Life from an assessment 
to a legal reserve insurance company were announced on September 
20th with the publication of the charter of a new company, which 
is known as “Illinois Bankers Life Assurance Company.” 

The new company was organized on a stock basis with capital of 
$100,000, par value of the shares being $100. The articles of in- 
corporation were approved on September 13 by the Illinois Insur- 
ance Department and the company was licensed October 14, 1929. 
Fourteen officers and employes of the Illinois Bankers Life As- 
sociation were named as incorporators and the articles provide 
that the principal offices of the company shall be in Monmouth, 
Illinois. 

It is stated that a plan of reinsurance has been worked out with 
the Illinois Insurance Department and that the rights of managers, 
agents, field representatives and policyholders will be carefully 
secured under any plan adopted. 

The Illinois Bankers Life Association now has more than 
$110,000,000 insurance in force, of which $86,000,000 is on the 
Stipulated Premium plan and $24,000,000 on the Individual Reserve 
plan, announced in 1927. The Association began business November 
3, 1897. 

LINCOLN NATIONAL LIFE INSURANCE COMPANY, 
FORT WAYNE, IND. 
Production Figures 

The insurance in force of The Lincoln National Life as of 

September 30, 1929, was $729,903,210 on a total of policies of 





260,202. The gain in paid business of the company, for the month 
of September, 1929, over the month of September, was 
$8,614,040. The gain in paid business for the year to date over the 
same period last year is $36,794,380. 


1928, 
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LINCOLN RESERVE LIFE INSURANCE COMPANY, 
BIRMINGHAM, ALA. 


New Policies and Rates 
In June, 1929 this company issued a new rate book containing 


various changes in rates and policies. The old life policy plans 
were changed to the Endowment at Age 85 basis. Several new 
forms were also added, such as the Continuous Premium Endow- 
ment at Age 60, the 20 Payment Endowment at Age 60, the % 


Payment Endowment at Age 65 and a new line of Single Premium 
policies. The Preferred Risk plans were placed upon the American 
Men’s Table of Mortality. The new rates are shown here: 


Ordinary Life Preferred Risk 





Age 20 25 30 35 40 45 DO 55 wo 
Reg. Pr. $13.48 $15.10 $17.19 $19.91 $23.50 $28.35 $35.82 $45.82 £50.95 
With W. P.13.76 15.41 17.55 20.34 24.05 20.11 36.93 47.59 

With M.1. 15.82 17.77 20.24 23.45 27.72 33.41 41.82 53.52 

20 Payment Life Preferred Risk 
Reg. Pr. 20.72 22.53 24.71 27.40 30.75 35.75 42.49 51.30 63.18 
With W. P. 20.95 22.78 25.00 27.75 31.23 36.48 43.62 53.10 
With M. 1. 23.67 25.74 28.16 31.15 34.85 40.81 48.55 59.08 
Endowment at 85 C. P. 
Reg. Pr. 14.19 16.03 18.39 21.46 25.54 31.05 38.62 49.11 63.84 
With W. P. 14.47 16.36 18.79 21.96 26.20 31.98 39.98 51.26 
With M.1.16.78 18.89 21.59 25.11 29.78 36.13 44.90 57.37 
20 Pay Endowment at 85 
Reg. Pr. 21.88 23.89 26.37 29.39 33.19 38.08 44.65 53.64 66.39 
With W. P. 22.09 24.13 26.66 29.77 33.74 38.99 46.06 55.88 
With M. 1, 25.07 27.31 29.98 33.24 37.33 43.14 50.99 61.99 
METROPOLITAN LIFE INSURANCE COMPANY, 


NEW YORK, N. Y. 


Alfred E. Smith Resigns From Board 
Alfred E. Smith, Ex-Governor of the State of New York, re 
signed as a member of the Board of Directors of this company 
at the Board meeting on September 24th, giving as his reasons 
newly established business relations and responsibilities which 
made his continuance on the Board impractical. 


Postal Telegraph-Cable Company Group 
Another step in the furthering of its industrial relations program 
has been taken by the Postal Telegraph-Cable Company through 
the adoption of a cooperative group insurance plan by which 
more than $14,000,000 of life insurance is being offered to over 
11,000 employes throughout the United States. According to an 














— 
a, 
LL 


month 
‘S, Was 
ver the 


NY 


taining 
’ plans 
ul new 
“ndow- 
the 20 
emium 
erican 


w) 


$50.25 


66.39 


_f 


k, re 
Ipany 
asons 
which 


gram 
‘ough 
vhich 

over 
Oo an 





November 1, 1929 





announcement by Col. A. UW. Griswold, Executive Vice-President, 
the plan will be made effective Nov. Ist, if 75 per cent or more 
of the eligible employes make application for the protection. The 
new program in no way affects the present system of pension and 
penefit plans now in force. The contract, which is under the ad- 
ministration of the Metropolitan Life Insurance Company features 
the cooperative method of paying premiums. By this arrangement, 
the telegraph company makes substantial contributions towards 
premium payments. Individual benefits are divided into six groups, 
basing their classification on salary and occupation. Under this 
method of classifying, the life insurance ranges from $500 to 
$10,000. Pensioned employes are not offered participation in the 
plan, but insured employes subsequently pensioned, will retain 
the life insurance in force on their retirement date. In addition 
to creating a death benefit, the plan also provides an employee 
with a temporary income if total and permanent disability from 
any cause occurs before age 60. In such case, the employee will 
receive the full amount of his or her life insurance, with interest, 
in monthly installments. Supplementing the actual protection 
provided, the Metropolitan offers insured employes the advantages 
of competent visiting nurses. This service is maintained in more 
than 4,000 cities and towns in the United States and Canada, and 
will be placed at the disposal of insured employes when sick or 
injured and under the care of a physician. 





MISSOURI STATE LIFE INSURANCE COMPANY, 
ST. LOUIS, MO. 
Production Figures 
A $63,527,537 gain in paid-for business, ordinary and group, is 
reported by Hillsman Taylor, president of the Missouri State Life 
for the nine month period ending September 30, 1929. A _ total 
of $268,898,818 is reported paid for during this period. During the 
month of September, 1929, paid-for business amounted to $28,844,684 
—an increase of $5,549,084 over the corresponding month in 1928. 





MODERN WOODMEN OF AMERICA, 
ROCK ISLAND, ILL. 
Injunction Dismissed 
In September, Judge J. B. Sandborn of the Federal Court of 
St. Paul, dissolved injunction proceedings against this Society and 
dismissed a suit which had been brought against it by certain 
Minnesota policyholders. These policyholders objected to the new 
plans of insurance and the increases made in the rates. There is 
another case pending in Chicago which has been taken to the 
Supreme Court of Illinois on appeal after a lower court had re- 
turned an adverse decision against the plaintiffs. It is unfortunate 
that these suits are being brought against the Society since the 
plans adopted are on a fully adequate basis and the changes would 
have to be made sometime in the future. The Society is absolutely 
within its rights in making these increases and court decisions 
have in many instances upheld other societies in similar suits so 
that a precedent has been established. 





MOUNTAIN STATES LIFE INSURANCE COMPANY, 
HOLLYWOOD, CALIF. 


Reinsures Western Casualty Company of Denver and Sierra 
Nevada Life and Casualty Company 

The Mountain States Life recently acquired an interest in the 

Western Casualty Company of Denver, Colo., which wrote accident 

and health insurance only and the Sierra Nevada Life and Cas- 

ualty Company of Oakland, Cal., and during the latter part of 
October reinsured the business of both companies. 





MUTUAL BENEFIT LIFE INSURANCE COMPANY, 
NEWARK, N. J. 
Production Figures 
The September paid-for business of the Mutual Benefit Life 
shows an increase of 11.3 per cent over the paid-for business of 
September of last year according to an announcement from the 
Ilome Office. 
MUTUAL RELIEF LIFE INSURANCE COMPANY, 
KINGSTON, ONTARIO 
Receives License 
This company was formerly the Odd Fellows’ Relief Association, 
a fraternal beneficial society incorporated April 16, 1875. It was 
reincorporated and began business on June 8, 1929 as a mutual 
legal reserve life insurance company. 
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NATIONAL THRIFT ASSURANCE COMPANY, 
OMAHA, NEB. 


History 
This company was incorporated as a mutual legal reserve com- 
pany under the laws of the State of Nebraska on August 20, 1929. 
It was licensed and began business on the same date. It deposited 
$30,000 with the State as a guarantee fund. This deposit was con- 
tributed equally by the directors of the company in addition to 
$3,000 contributed for expense of furniture, and so on. 


Management and Reputation 

Cc. E. Griffey, Secretary-Treasurer, was connected with the New 
York Life Insurance Company for 20 years in various capacities. 
He was Agency Director for the company at Cleveland, Pittsburgh 
and Denver from 1904 to 1915, and Supervisor for the Reliance 
Life Insurance Company in Iowa and Nebraska. P. A. Lyck, 
Vice President, was an Agency Supervisor for the Aetna Life 
Insurance Company and later connected with the American Thrift 
Assurance Company as a solicitor. 


Kinds of Insurance Written 
The company writes participating insurance only. Non-medical 
is written between the ages of 1 and 60 years with limits of 12 
units on one life. A unit consists of the payment of $12. 


Forms of Policies Issued 
At the present time the company is writing only one policy, a 
10 Year Endowment Thrift policy with graded death benefits on 
the participating plan. Insurance on women is written on the 
same basis as men. No disability or double indemnity features are 
issued in connection with this contract. 


Policy Provisions 

Cash values are available after the third year. Non-participating 
paid-up insurance is the automatic feature. Policy loan interest 
is 6%, payable in advance. The policy participates in the surplus 
of the company after three years. These dividends, while as- 
certained annually, are apportioned and distributed at the end of 
the sixth and tenth policy years to all policies of this class then 
in force. This means that a lapsing policybolder will forfeit any 
dividend that may have been apportioned to his contract. In 
our opinion this is not a liberal feature. 


Gross and Net Lines 
The company will issue contractS between the ages of 1 and 60 
years for a maximum amount of 12 units. 


Officers 
President, J. B. Fradenburg: Vice Presidents, P. A. Lyck and A. 
Herzberg; Secretary-Treasurer, C. E. Griffey; Actuary, L. A. 
Stocking. 


Directors 
F. J. Bender, Bonds: Al Bloom, The Alfred Bloom Co., Fixtures; 
FE. K. Buck, Buck’s Booteries (Shoe Stores); E. J. Costello, Supt. 
Iten Biscuit Co.; J. B. Fradenburg, Attorney; W. J. Foye, Whole- 
sale Lumber; N. N. Galbreath, Auto Dealer (Ford): C. E. Griffey, 
Secretary-Treasurer; Dr. E. C. Henry, Physician & Surgeon; A. 
Herzberg, Herzbergs Dept. Store; Joseph Hughes, Farmer; Francis 
P. Matthews, Attorney; Arnold North, Bonds; Dr. Geo. B. Potter, 
Physician & Surgeon; J. B. Redfield, K. B. Printing Co.;: W. H. 
Schellberg, President, Omaha Union Stock Yards Co.; Edmund 
Stein, Stein Bros. Co. Dept. Store; C. B. Stuht, Realtor; Carl 

Swanson, President, Jerpe C. S. Co. 





NORTHWESTERN LIFE INSURANCE COMPANY, 
OMAHA, NEB. 
Purchases Prairie Life Insurance Company 

The Northwestern Life purchased the entire capital stock of the 
Prairie Life Insurance Company, Omaha, Neb., the purchase price 
being a consideration for the business and assets of the Prairie 
Life. The price paid for the stock was not announced. A 
reinsurance agreement between the companies was approved by 
the Nebraska Insurance Department on September 14, 1929 and the 
reinsurance was completed on September 23, 1929. The consolidated 
company at that time had more than $2,000,000 in assets, a capital 
and surplus of approximately $264,000 and about $20,000,000 of 
insurance in force. The officers of the Northwestern remain un- 
changed, as follows: President, G. Storz; Vice President, R. H. 
Storz; Vice President & Superintendent of Agencies, T. F. Burke; 
Secretary & Actuary, W. Ralph Jones; Medical Director, Dr. 
Allyn Moser. 
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NORTHWESTERN MUTUAL LIFE INSURANCE CO., 
MILWAUKEE, WIS. 
Correction Notice 

On page 370 of the October Ist issue of Best’s Life Insurance 
News we published a table prepared by Julian S. Myrick, President 
of the New York State Life Underwriters’ Association. We desire 
to call our subscribers’ attention to an error which crept into the 
table. The Northwestern Mutual, which is a 3% company, was 
inserted incorrectly in the 3%% columns. The Northwestern 
Mutual issues all of its policies on a 3% basis. 








NORTHWESTERN NATIONAL LIFE INSURANCE CO., 
MINNEAPOLIS, MINN. 
Production Figures 

The Northwestern National Life closed the biggest September 
in its history with a new business total of $5,418,345, a gain of 
32 per cent, or nearly one-third, over the September production 
in 1928. September is the twelfth consecutive month in which 
production has totalled $5,000,000 or over, thus rounding out a 
full year of $5,000,000-and-over months. 


OLD COLONY LIFE INSURANCE COMPANY, 
CHICAGO, ILL. 
Court Dissolves Injunction 
On Saturday, October 19, Judge Michael Feinberg of the Circuit 
Court approved the report of Master-in-Chancery, Max Korshak, 
and dissolved the injunction proceedings brought against this com- 
pany. The Master’s report was published in full in the October 
Ist. issue of this publication and full details regarding the charges 
brought against the company have also been reviewed in prior 
issues. It is reported that the company is considering the sale of 
the Florida properties which, as shown by the court's investiga- 
tion, contain valuable phosphate deposits. 
A suit has been filed by some of the stockholders of the company 
against the management which came before the October term 
of court opened before Judge Feinberg on October 21. 


OLD LINE LIFE INSURANCE COMPANY, 
MILWAUKEE, WIS. 
New Rates 
The Old Line Life recently revised its rate schedule for certain 
policies, the new rates being given below: 


Ordinary hife 


Age 20) 25 30 40 45 nO DD 

Reg. Pr. $13.48 $15.10 $17.19 910.91 $23.50 $28.35 $34.99 $44.46 
With W. P. 13.61 15.26 17.39 20.16 23.88 28.81 35.67 45.51 
With M. I 14.59 16.33 18.53 21.43 25.27 30.51 37.68 48.24 

20 os Symone Life 
Reg. Pr. 20.72 24.7 7.40 30.75 35.07 41.64 49.67 
With W. P. 20.80 29 64 ade 27.59 31.05 35.55 42.37 50.83 
With M. I 21.87 23.81 26.12 28.96 32.49 37.34 44.68 53.95 
Oriaery, ide Endowment at 85 
Reg. Pr. 382 15 17.76 20.66 24.52 30.038 37.82 47.79 
With W. P. oem 15.70 17.96 20.91 24.85 30.49 38.50 48.84 
With M. I. 14.93 16.74 19.10 22.18 26.29 32.19 40.51 51.57 
20 Pay Life Endowment at 85 

Reg. Pr. 21.80 23.74 26.10 28.98 32.59 37.44 43.72 52.17 
With W. P. 21.88 23.85 26.24 29.17 32.89 37.92 44.45 53.33 
With M. L. 22.95 25.02 27.51 30.54 34.33 39.71 46.76 56.45 





ONTARIO EQUITABLE LIFE & ACCIDENT INS. CO., 
WATERLOO, ONTARIO 
Offers Free Medical Examination 
The Ontario Equitable is offering the children of Waterloo, 
Ontario, between the ages of 3 to 15 years inclusive, a free physical 
examination. 
New Business Figures for 1929 


EY sw 006000 540b000000000005040004 $815,413 
Tr. code nae cehbneune oabcbeeens 1,117,345 
DET. anbstces pbnck abt tadnn beets dese 1,129,046 
nt epcéeenace ddabeceees sbéskobeasve 1,005,161 
DY § oseccteenséneus beebeubebebatedéde 935,160 
DD - sudceduns \ctkeestetwentseopéoenn 1,036,044 
DEE. 6 bkwd de bod eo bene é¥ésvedabedsateas 1,018,550 
Dt. tnenskeacbé6n bk Ges 6b da bneeosuans 966,268 
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PEORIA LIFE INSURANCE COMPANY, 
PEORIA, ILL. 
Report of Examination Reviewed 
The Peoria Life was examined as of December 31, 1928 by the 
{insurance Departments of Illinois, lowa and Missouri. The state- 
ment prepared by the examiners differs from that filed by the 
company and published by us in the 1929 Life Volume as follows: 


Examiners Report Best's Report 
$17,157,02.00 22... eens Admitted Assets .......... $17,203.668.00 
 S) eae Net Reserve ..........0.: 14,804,111.00 
SO GERED jnscancetccoecns 0 ae ae 250,000.00 
1B GEE: edecacecsesuss’ DD. cesesaehsucveus 283,627.00 
OD OGRE. cbccdercévceccss Dt Uireend eeen oe oi 6,219,944.00 
Sk Disbursements ........... 4,037,485.00 


The changes in the company’s statement were brought about 
through several adjustments made by the examiners which are 
fully explained in the following quoted extracts from the exam- 
iners comments, the result being a decrease of $84,967 in the 
company’s Unassigned surplus. 


History 

“The Peoria Life Insurance Company was incorporated under 
the laws of Illinois, October 23, 1907 and commenced business Feb- 
ruary 17, 1908. The Company was organized to assume the busi 
ness of the Peoria Life Association, an Assessment Association, 
writing both ordinary and weekly payment insurance on the 
stipulated premium plan. The amount of insurance thus assumed 
at the commencement of business by the present Company was ap- 
proximately $3,000,000.00, All of the weekly payment business was 
sold in 1912 to the American Assurance Company of Philadelphia 
and the Company has since confined itself to regular ordinary 
insurance on the legal reserve basis. 

‘On Mareh 7, 1924 the Illinois Department approved and re- 
corded an amendment to the charter of the Company, which 
amendment empowers the Company to transact also accident and 
health insurance, 

“The outstanding capital stock, which consists of 25,000 shares 
of a par value of $10.00 each, was verified from the stock certif- 
icate stubs, 

“On July 15, 1929, the Illinois Department approved and recorded 
an amendment to the Company's charter by the terms of which 
amendment the capital stock is increased to $300,000.00 divided 
into 30,000 shares of $10.00 par value each. The additional 5,000 
shares of stock were sold at $40.00 per share, netting the Com- 
pany an increase of $50,000.00 in Capital and $150,000.00 in Surplus. 
The total amount of the increase has been subscribed and the 
sales price thereof fully paid in in cash. This increase in surplus, 
however, does not appear in the following financial statement * * 


Ledeer Assets 
Real Estate .........: $3,595,081.89 
Home Office building, $2,730,287.34 

“The largest item of real estate owned by the Company is its 
office building located at the corner of Jefferson and Main 
Streets in Peoria, Illinois. It is a seventeen story steel, brick and 
terra cotta building fronting 171 feet on Main Street and 100 
feet on Jefferson Street. The Company occupies all of the eleventh 
and twelfth floors as well as a major portion of the tenth floor 
and part of the basement. The remainder of the building is 
rented to a desirable class of tenants. Title in fee simple, to 
both the land and the building, is in the name of the Peoria Life 
Insurance Company. 

“The building has been earning a fair return on the amount in- 
vested. The following table shows the net return from January 1, 
1923 to December 31, 1928. 

Return on 


Year Mean Value Net Return Mean Value 
Steak hoe kite » 5c $2,451,012.81 $98 954.95 4.04°% 
ee RR eae 2,438, 155.31 111,192.78 4.56% 
De. : 0 wd cablewnln we wes 2,505,714.82 104,159.05 4.16% 
Dd “Sbk we bee 6 Candaes 2,569,336.84 100,290.34 3.90% 
- < evebees cab wweeee 2,564,773.34 86,594.89 3.38% 
Be Wee <ekvee cab w 2,642,415.34 95,232.70 3.60% 


“The manner in which the depreciation on the building was 
calculated prior to 1924 was commented upon in the report of the 
last examination of the Company. In 1924 this method was 
changed. Instead of deducting architects’ fees, contractors’ fees, 


Continued on next page 
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PEORIA LIFE INSURANCE COMPANY—Continued 


terra cotta, steel and cement before applying the depreciation 
rate of one per cent, it then applied the depreciation rate to the 
book value at the end of the previous year. If this method was 
continued, the building would never have been fully depreciated 
on the Company’s books, for at the end of each year there would 
always be a remaining value of 99 per cent of the value at the 
beginning of the year. 

“On January 1, 1929 the Company changed its depreciation rate 
as is shown by the following excerpt from the minutes of the 
Executive Committee for December 27, 1928. 

‘It has decided that the building should be depreciated annu- 
ally, at the rate of 1% based on the original cost of the build- 
ing plus additional cost.’ 

“Since 1923 the Company has increased the book value of the 
Home Office Lot $331,574.80 and the book values of the building 
$41,000.00. The first increase of $160,574.80 in the value of the 
ground was made in 1925 bringing the book value as of December 
31, 1925 to $513,000.00. The second increase of $171,000.00 was made 
as of December 31, 1928. The following excerpt taken from the 
minutes of the executive committee as of December 27, 1928 shows 
the authority for this increase. 

“Discussion was also had as to the amount and value of the 
Home Office building as carried on our books and in our Annual 
Statement. It was reported that appraisals had recently been 
made of the ground on which the Home Office building is located 
as well as to ascertain the replacement cost of the building. Such 
appraisals showed that the present reasonable market value of 
the lot, 171 ft. on Main Street by 100 ft. front on Jefferson Street 
and of even width, is $5,000.00 per front foot on Main Street or 
$855,000.00, and that the replacement cost of the building itself 
would be greater than $2,250,000.00. Therefore, it was decided that 
we should increase the value of the land and carry the same on 
our books and in our Statement at $4,000.00 per front foot on 
Main Street or $684,000.00 and carry the building at the same 
figures that we now have on our books without increase.” 

“Your examiners have inspected these appraisals and find them 
to substantiate the above values. 

“The $41,000.00 increase in the book value of the building is the 
amount paid in 1927 and 1928 by the Company for the vault built 
in the basement and first floor of the building for the use of the 
Company and the Bank of Peoria. This vault cost $66,826.28, the 
Company paying $41,000.00 of the cost and the Bank of Peoria 
paying $25,826.28. 


Old Trails Farm, $222,358.89 
Berkshire Hotel (less $435,000.00 incumbrance), $361,679.27 

“At the suggestion of your Examiners, the above properties, 
heretofore carried by the Company as Mortgage Loans No. 1250 
and No. 1269 respectively, were transferred to Real Estate on 
December 15, 1928. In order to fully explain the acquisition of 
this real estate, your examiners include herein the history of the 
mortgage loans referred to above. 
No. 1250 Old Trails Farm 

“A. M. Duff owned in fee simple two tracts of land consisting 
of 1005 acres and 4445 acres in Callaway County, Missouri, known 
as the Old Trails Farm. 


1005 acre tract 

“On April 1, 1920, A. M. Duff gave a trust deed to H. M. 
Beardsley, Trustee for J. L. Pettyjohn & Company as security 
for a $120,000.00 loan on this property. On April 15, 1920 this 
Trust Deed was assigned to the Peoria Life Insurance Company. 
Shortly after giving the above trust deed, Duff incorporated as 
‘A. M. Duff Farms Company, a Corporation.’ Duff then gave a 
Warranty Deed for the Old Trails Farm to this Corporation. The 
Corporation then gave a second mortgage to George F. Carson 
and H. M. Beardsley as security for a loan of approximately 
$18,000.00. At this time the J. L. Pettyjohn Company failed, owing 
Duff $530,000.00. Due to this failure, Duff was forced into bank- 
ruptcy and the second mortgage held by Carson was foreclosed. 
At the sale, Carson bid in the second mortgage. Carson then gave 
a Trust Deed to Albert E. Streitmatter as Trustee, for the bene- 
fit of the Peoria Life Insurance Company, this being as addi- 
tional security for the loan the Peoria Life Insurance Company 
already had on this tract. Mr. Streitmatter is the Company’s 
Vice-President and manager of the mortgage loan department. 
On October 20, 1925 Carson gave a Quit Claim Deed to Albert 
BE. Streitmatter. This Quit Claim Deed was security for a loan of 
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$335,000.00 to Carson, $152,065.02 being used to pay off (1). firss 
mortgage, accrued interest and costs, held by the Peo: Life 
Insurance Company against this property. 

4,445 acre tract 

“On April 1, 1920 Duff gave a Trust Deed to H. M. Beariisiey. 
Trustee for J. L. Pettyjohn & Company as security for 4 $530. 
000.00 loan. Duff then incorporated as set out above. Hy. they 
gave a second mortgage to George F. Carson and H. M. Beariisley. 
as additional security for the loan mentioned in the tract above 
Due to Duff's bankruptcy, both the first and second mort cages 
were foreclosed, Carson bidding in both mortgages at the sale 
The money used at this sale was obtained from the Peoria Life 
Insurance Company through the $335,000.00 loan made to Carson, 
for which the Quit Claim Deed covering the 1,005 acre tract civey 
on October 20, 1925, was partial security. Of this total loan of 
$335,000.00, $152,065.02 was used as stated under the 1,005 acre 
tract. The balance of this loan was used as follows: 

$132,500.00—-to purchase the bonds outstanding against the 4.445 

acre tract at 25c on the dollar. 

$36,559.46-——to pay past due taxes, foreclosure costs, interest. 
miscellaneous expenses and commission of $10,000.00. 
was used as operating capital by A. E. Streitmatter 
in operating the combined farms. 

“After Carson bid in the mortgages at the sale, he gave a 
Trust Deed to Albert E. Streitmatter for the benefit of the 
Peoria Life Insurance Company. On October 20, 1925 he gave a 
Quit Claim Deed to Streitmatter as additional security for the 
loan of $335,000.00. As of October 30, 1925, Albert E. Streitmatter 
had a fee simple title to the Old Trails Farm, subject to a mort 
gage of $335,000.00. As of July 31, 1926, Streitmatter traded the 
farm for the Berkshire Hotel property in Chicago. 

No. 1269 Berkshire Hotel 

“Theodore 8S. Williams had a fee simple title to Lot four in 
Block 24 in Kinsey’s Addition to Chicago. On December 19, 
1924 Williams gave a Trust Deed to the Chicago Title & Trust 
Company as security for a bond issue of $485,000.00. He then 
made a building contract, lease and agreement, with the Berk. 
shire Hotel Company. This building contract, lease and agre 
ment was then assigned by Theodore 8. Williams to the Williams 
Building Corporation so that as of July 31, 1926 Williams owned 
the Berkshire Hotel property, subject to two mortgages aggre 
gating $585,000.00, a second mortgage for $100,000.00 having been 
made some time prior to this date. Streitmatter traded the Old 
Trails Farm to Theodore 8S. Williams, for the Berkshire Hote! 
Streitmatter was to trade the farm clear for the Berkshire Hote! 
property, subject to a mortgage of $485,000.00 the terms of this 
trade being outlined in an Escrow Agreement signed by the par 
ties on August 3, 1926. The mortgage on the Old Trails Farm was 
paid through a $365,000.00 second mortgage made by the Peoria 
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Life Insurance Company on the Berkshire Hotel property. The 
$100,000.00 second mortgage on the hotel property was paid 
through a $200,000.00 mortgage made by the Peoria Life Insurance 
Company on the Old Trails Farm. On July 31, 1926 Streitmatter 
gave a Warranty Dead to Stanley R. Woodward, who was acting 
for Williams, and Williams gave a Warranty Deed to A. E. 
Streitmatter who was acting for the Peoria Life Insurance Com- 
pany, this Warranty Deed being subject to a first mortgage of 
$485,000.00. On August 2, 1926 Stanley R. Woodward gave a Trust 
Deed to H. M. Beardsley, Trustee for the benefit of the Peoria 
Life Insurance Company, as security for a loan of $200,000.00. 
On this same date Albert E. Streitmatter gave the Peoria Life 
Insurance Company a second mortgage, which was never recorded, 
as security for a loan of $365,000.00, the uses to which these two 
loans were put being previously stated. On September 4, 1926 
Woodward gave a Warranty Deed to the Old Trails Farm and 
Livestock Corporation subject to a first mortgage of $200,000.00. 
On November 12, 1927 Streitmatter foreclosed the first mortgage. 
This was bid in at the sale by Streitmatter for $220,089.30. 

“At the time of this examination, the mortgage on the farm 
was carried by the Peoria Life Insurance Company as past due, 
the title to this property being in Albert E. Streitmatter subject 
to a loan of $200,000.00 plus accrued interest, costs and taxes, to 
the date of the foreclosure. 

“This property was appraised during the course of the examin- 
ation by a special representative of the Missouri Insurance De- 
partment at $55.00 per acre, or a total of $299,671.90. The valua- 
tion substantiates the Company’s investment in this parcel, viz.: 
$222,358.89. 

“The officers tell your examiners that there is a deal now 
pending to dispose of the Old Trails Farm which they feel confi- 
dent will be completed in the near future. If this land is sold 
at the figures quoted by the officers the Company will have a 
profit above the investment and interest thereon to date of the 
sale of about $20,000.00. 

“Of the $365,000.00 second mortgage placed on the Berkshire 
Hotel by the Company, $351,359.17 was used to retire the in- 
debtedness on the Old Trails Farm. The balance of this loan, 
amounting to $13,640.85, was used as operating capital by Streit- 
matter in operating the Berkshire Hotel Building. This money 
was deposited by him in the Bank of Peoria as the “Berkshire 
Hotel” account. Since the date of acquiring the hotel, the Com- 
pany has credited all rents received and paid all expenses in 
connection with the Berkshire Hotel from this Berkshire Account. 
All interest and principal payments on the first mortgage as well 
as all interest payments on the second mortgage have been paid 
when due. The account has also purchased bonds of the first 
mortgage that are not yet due, obtaining the money for this pur- 
pose from the Bank of Peoria, and placing as collateral, the 
bonds so purchased. As soon as the account has sufficient funds 
in excess of current needs, these bonds are taken over from the 
Bank of Peoria by the Berkshire Account. 

“This mortgage has been transferred to real estate as of 
January 1, 1928. The property is earning sufficient to carry the 





total indebtedness against it and to pay all operating expenses 
in connection therewith. For the year 1928 the net income before 
depreciation, was $25,790.57. After depreciation the Company 
earned 2.94% on its December 31, 1928 invested figure. 

“The Company is now calling the incumbrance on this property 
with the intention of carrying the property as an asset clear of 
all incumbrance. As the first mortgage draws 7% interest the 
Company has assumed that as soon as the first mortgage is re- 
tired that the return on the investment, after deduction for 
depreciation, will be 54%4%. 

Other Real Estate, $503,115.28 

“As of December 31, 1928 the Company owned 30 farms including 
the Old Trails Farm previously commented upon. The invest- 
ment of the Company in these different parcels represents the 
above amount divided by states as follows: 





State No. of pieces Amount 
DS Dies Judd cutdedS ckeosnesbassdeeek 2 $25,026.82 
DA’ san detede ceveoedd Geldaoctul bec . 1 20,172.21 
PE Hiiiactieccads ch iestctvdvendcoedecendén 6 105,222.59 
PR: + ) nd CadWbn 60h coeesereseocdeés céee 11 75,972.14 
SD Fc pine db 6b bbe pUWe 00664 dou 1 13,860.78 
NS 6c oid 6600 664660 bts ebes< 6 36,317.40 
BT. kutCecbandwedbeuse sed cdeéce osteo 2 4,549.75 
Missouri (Old Trails Farm) ........... 1 222,358.89 

30 $503,115.28 


“The following schedule shows the income, disbursements, net 
income and percentage earned on the investment for the above 30 
farms for 1928 and 22 of the 23 farms owned in 1927. 

Per Cent 


Income Disbursements Net Income Earned 
es eben ewe $4,133.36 $5,195.51 —$1,062.15 —5 1/10 
ee skewed 2,272.30 6,484.56 —4,212.26 -.8 1/3 


“In using the above percentages it should be borne in mind that 
the Old Trails Farm, loan No. 1250, is not included in the invested 
figure for 1927 as the land was not acquired until November 15, 
1927. Also if the investment in the Old Trails Farm and its oper- 
ating loss of $3,320.53 be deducted from the 1928 figures before mak- 
ing the computation for percentage earned on the investment the 
percentage of loss then obtained is .3 1/5% thus showing an im- 
provement over 1927 for the farms then owned, plus the 1928 acqui- 
sitions. 

“Of the above properties 16 parcels were acquired prior to Jan. 1. 
1927 but were not transfered from the Mortagage Loan account to 
the Real Estate account until that date. At the time the transfer 
was made the Company added all expenses and accrued interest 
up to January 1, 1927 instead of adding costs and ‘interest only 
to the date of acquiring title. Seven of the remaining parcels were 
acquired during 1927 and seven during 1928. 

Inasmuch as the Real Estate account was inflated through the 
capitalizing of expense and interest, subsequent to the date of ac- 
quiring title, your examiners required that $9,382.80 be written off 
the book value of. the Real Estate. This was accordingly adjusted 

Continued on next page 
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PEORIA LIFE INSURANCE COMPANY—Continued 
by the Company on December 15, 1928. 

“At the time your examiners inspected the real estate items, 
the Company was carrying 12 parcels in the name of the manager 
of the mortgage loan department. These items were represented by 
unrecorded deeds in the Company's files conveying the lands to 
the Company. Your examiners required the Company to have 
these deeds recorded. This has been done in all cases except one. 
In this instance the Company acquired title to the land by Quit 
Claim Deed and is carrying the property in another’s name to 
ivoid merging the deed and mortgage in event of bankruptcy 
proceedings. 

“During the course of this examination the Illinois Depart- 
ment had several pieces of real estate appraised. In the majority 
of cases the amount invested was well within the appraisal. 
However, on some of the real estate the appraisal did not sup- 
port the invested figure. Your examiners have therefore deducted 
as an asset not admitted, the excess above the appraised value. 

“The following schedule shows the real estate items on which 
deductions are made. 

Real estate 
Number Deduction 


Book Value Appraisal 


3t7 $16,218.24 $14,580.00 $1,683.24 
396 22,295.85 21,365.00 930.85 
792 2,955.16 2 000.00 955.16 
717 10,111.96 8,287.50x 1,824.46 





$5,393.71 
x Appraisal by the Company. 
Mortgage loans $6,644,839.18 

“The company’s investment in mortgage loans has more than 
doubled since the last examination and at this time compose 
39.9% of the gross ledger assets. Most of the mortgages are 
farm loans on Kansas, Oklahoma and Texas lands but during the 
past two years the Company has made a number of loans on 
both residence and business city properties. 

“There are on deposit with the Illinois Department, mortgages 
in the sum of $210,750.00 as certified to by the Securities Clerk of 
that Department. The remainder of the mortgages were examined 
at the Company's office to verify presence of the notes as well as 
all other necessary papers. A number of minor errors and irreg 
ularities were found but when brought to the attention of the 
management, these were immediately corrected or remedied. 

“During the course of this examination, the Illinois Department 
caused a number of appraisals of properties securing farm loans 
to be made and, with a few exceptions, the loans appear to be 
well secured. Your examiners have included an item in the fore 
going financial statement, under Not Admitted Assets, to make 





November |, 1999 
reason whatsoever; furnish all of its service in supervising the 
same, collecting interest and principal when due and keeping 
in touch with the borrower and security; transmit remitsaneos 
for principal or interest, without deduction, upon receipt og 
same; attend to the procuring of insurance; report any wipaiq 
taxes or assessments; furnish its services in event of a forec!osure 
and that of any salaried attorneys in its employ to handle is fa, 
as practical, without charge, proceedings in instituting and coy 
ducting such foreclosure suits. 

“Similar repurchase agreements of other investment comp nies. 
from which the Company purchases mortgages, are in the files 

“The Company now has two competent appraisers who devote 
their full time appraising new loans and reinspecting those 
already owned. At the close of the year the Company owned 
101 loans aggregating $2,830,108.74 which it had negotiated dirvet. 
On that date it also owned 19 loans in the sum of S670. 20.56 
which were negotiated for the Company by the Bank of Peorig. 

“Following are schedules as of December 31, 1928, showing the 
distribution and separation of mortgages by states and nature 
whether farm or city loans: 
Farm Loans 


State Number Amount 
TER ETT AEs Sl A a 1 S14.000000 
+ c.ated ois awk de nee ee ps 302 000.00 
Dn (a wdetabhevaveae owsedsc 3 S69 067.62 
PD Ue oda bbnbc &¥e cb édoace 14 175.039.06 
BD dine kkanwchwetidabode ts 14 ISO.57T7.15 
Re ae ee ee ag 338 50052 
SE ‘ncds6b0cddedesétece l 50,000.00 
Dy  ctude cadhebaebadoct ce 7 49,400.00 
PE £de Bob cha kaceds Oo%s h 15. 750.00 
ED at cneeb eds bec chwer 2 5000.00 
ERE ree 163 GOTO MAO TT 
Sn. Bab bse Chi ad's a dubic’ 283 1,404 481.50 

DD nob cbbcideeed « éSedbe noe $3,504.047.23 
City Leans 
PEE 2 wos 666 6b 60 bebCéES Fis 37 $2.542.201.05 
Pe 1 $000.00 
PEED +6 dééc0n obobs cdedé ne 16 181,750.00 
ED co wt o BUEWh tees cdot I 300,000.00 
BE Weds ccd vd cvvdiesdiescact 7 22. OAM) 

BE 5s dvs cBéwesetiisckSee 62 $3,050, 79 1.05 
eas CAD. A 6 hood bcd 048 e% 658 $6,044, 850.18 


“The following schedule shows the distribution of mortgages 
by states and rates of interest: 








the necessary adjustment on account of mortgage loans in excess State Rate Number Amount 
of appraised value of security. PES ca ids eRaeksn'e G % l $14,000.00 
“The majority of loans are purchased from a reliable bank WOOGEE ccccecdcoccvece t GF l = O00.) 
and trust Company in Kansas City which agrees to: furnish Ss &% 1 300,000.00 
a title guaranty policy: pay all expenses of every kind in making . “éndsedasennvous 514% 23 L252, 101.095 
and closing said loans; repurchase any loan if at any time within 6 &% 46 1,621,067.05 
one year of purchase the Company determines that the loan, or 644% 3 39,000.00 
the borrower, or the security offered, or the title to the real BRGIAMS sccvccvcccceens 6 Y 14 175,630.66 
estate or the form of the papers is not satisfactory to it for any BOGE : o ctvde oes seouces 6 % 13 ISS,37¢.15 
KENTUCKY———— MICHIGAN —————MINNESOT A—————-IOWA KANSAS ————— ILLINOIS INDIANA———-GOLORADO 
ee Py) 2 
: INDEPENDENCE FOR DEPENDENTS 5 
a A 
5 = 
° AGENCY MANAGERS . 
= > 
<x 
. ARE INTERESTED IN 
pa 
2 OUR CONTRACTS—OUR POLICIES—OUR STABILITY » 
” 
z © 
< D 
= SECURITY LIFE INSURANCE COMPANY or AMERICA = 
| 0. W. JOHNSON, President 134 North La Salle Street, Chicago S. W. GOSS, Vice President S 
PENNSYLVANIA ——OHIO —— WEST VIRGINIA ——TENNESSEE——MISSOUR!I ——~NEBRASKA———VIRGINIA WASHINGTON 
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614% 1 6,200.00 
KANSAS ..+eeeeeeeeeees 14% 6 39,500.00 
6 % 64 303,090.52 
Kentucky «--eeeceeeece G6 &% 1 50,000.00 
Michigan .eccveveeeees 5 % 10 58,000.00 
6 &% 13 173,150.00 
MISSOUTI cece eccceees 914% 1 3,500.00 
6 &% 4 12,250.00 
webraska ....secsceese 6 Y% 2 5,000.00 
QeiaAhWOMA 2c cee eeeees 544% 16 349,000.00 | 
G&% 129 522,840.77 | 
614% 1s 103,000.00 | 
4 Ge l 4,800.00 | 
MURS .ccaedesecectceoes 54% OO 307 670.00 | 
5.6% 1 130,000.00 | 
G6 % 221 948,961.50 
644% 2 37,000.00 
t & l 3,600.00 
SG OES i. cioscovedeceetesecdvoe séseee OOS $6,644,839.18 











Your examiners are including herein a brief resume of certain 
mortgages owned by the Company which in their opinion justifies 


comment in this report. 


Properties, Inc., $300,000.00 


No. 1277 E. W. Thempsen 
It is dated Febru- 


This loan was made direct by the Company. 
ary 14, 1927, bears interest at eight per cent and is due serially 
on February 1, 1934. The loan is secured by a mortgage on 
revard County, Florida. There are two 
freecholders’ appraisals in file placing the value of this land at 
$1.018.500.00 and the improvements at $1,000.00. 

“On January 4, 1927, the Bank of Peoria and Emmet C, May 


temporary loan on this 
of the proceeds of the temporary 


i.580 acres of land in 


made a property now securing loan No. 
77. the borrower using part 
loan to pay off loans and liens on certain parts of this land. 


“In the contract for the subsequent permanent loan made by 





PEERLESS 


LITHOGRAPHED 
LETTERHEADS 


| Will Save You Money! 


Preducing ever 2 Millien Pieces Daily - - - 
and Large Preduction Means Lewer Costs 


Letterheads for Every Requirement 
Produced on 


clwes ---- eno per M 











20 LB HAMMERMILL BOND $@7 E& per M 


. aslowas ....-. 
ses 

A Fine Grade of Rag Bond fer Your Better Requirements 
see 


Alse a High Grade Bond with Your Own Special 
Watermarked in Each Sheet of Letter Paper 


Send for Compiecte Pertiolic of Sampics and Prices 


Peerless Lithographing Co., Inc. 
i313-21 DIVERSEY AVENUE :: :: CHICAGO, ILL 
Phone—Spaulding 7000 











this company was a provision for retaining $100,000.00 of the 
principal of the loan until the borrower should furnish evidence 
amount. These 


of having made improvements totaling a lke 
improvements were to consist of building roads, drainage ditches, | 


ete The amount of this retention was later reduced to $50,000.00. 


“Advances on principal of this loan were as follows: 
] i ee 2 Me . 666s ccogeesesee obeebedes $150,000.00 
2. On October 13, and 25, W272... ccc eee eee cee eeee 125,000.00 | 
Ce a ee oe ee oe Te og a nans 6650es bee 25,000.00 | 


£300.000.00 


Bank of Peoria and Emmet 


Item No. 2 above was to repay the 
above, and thereby 


(. May for the temporary loan mentioned 
make it a part of the Company's loan. 

“The Company paid the last $50,000.00 of the principal of this 
least $50,000.00 worth of im- 


loan on the representation that at 
provements had been made on the 
“Your examiners understand that the property is being divided 
be substantially improved and sold 
From correspondence in the files, 
through two companies 


property. 


into small tracts, which will 
for poultry raising purposes. 
this development is being carried on 
known as the Melbourne Poultry Company and the Peoria De- 
velopment Company. 

“Interest amounting to $20,080.00 due February 1, 
It is of interest to note that this 
collateral loan which 
October 15. 1928. This 
under “Collateral 


1928. was not 


paid until October 15, 1928. 
interest was paid from the proceeds of a 
the Company made te the mortgagor on 
transaction will be discussed more fully 
Loans.”” No penalty interest was charged or paid. 
“Taxes for the year 1927, including advertising 
Monday of April, 1928, and the land was 
sold for these taxes, July 2, 1928. On April 24, 1929, the company 
“purchased all the outstanding tax sales certificates and also 
paid all of the 1928 taxes. The amount thus expended totaled 
Interest on the loan, $24,000.00, which became due 


costs, became 


delinquent the first 


S10 SOA. 
February 1, 1929, has not yet been paid. 

“The Illinois Department caused an appraisal to be made of the 
property securing this mortgage, and the report of the appraiser 
places the value thereof at $275,000.00. Additional collateral in 


the form of a mortgage loan of $22,500.00 secured by city prop- 








erty in Peoria, has been given the Company as security for 


loan No. 1277. 








“Your examiners are including herein an analysis showing the 
Company's investment in this loan and the amount to be deducted 
asset in. the foregoing financial statement: 


as a non-admitted 
$300,000.00 


pe eT eee ee ee oe 
Tases for Tie BRE: Wee <cecccccceccsts $10,805.55 
Comte. bdo tha badder cinch din 229.00 
Accrued interest from Feb. 1, 1928, to 

OR, Gace Vida catadeeeedesenkition 22,000.00 33,034.55 
Company's investment December 31, 1928 ........... $333,034.55 
Appraised value of security ........... $275,000.00 
Additional collateral .............ccceee 2? 500.00 297 500.00 
Ns I ad i a cli a iin al ds eee ah haha ea sie $35.534.55 


No. 1295 Peoria Creamery Company $190,000.00 

“This loan was negotiated by the Bank of Peoria for the 
company on July 1, 1927. The amount of the loan was originally 
$200,000.00 but has been reduced by the payment of two $5,000.00 
Interest at the rate of six per cent has been 
The property securing this loan is located 
of the city and is used for the 
There are 


principal notes. 
paid on the due dates. 
in the manufacturing district 
manufacture and distribution of dairy products. 
appraisals in file placing the value of the land at $62,700.00 and 
the buildings and equipment at $400,000.00. It was impossible to 
the recorded mortgage in the Company’s files and up to 


locate 
unable to produce this 


this date the Company has also been 
document. The abstract, however, shows that this mortgage was 
recorded on July 1, 1927. 
No. 1306 Avery Power Machinery Company $450,000.00 

“This loan was made direct by the Company on October 18, 
1927 is due serially on October 15, 1937, and bears interest at 
six per cent. The loan is secured by two tracts of land in 
Peoria’s north-side manufacturing district and adjoining the 
Peoria’s north-side manufacturing district and adjoining the 
buildings and equipment thereon. Appraisals in file place the 
value of the land at $183,582.50 and the buildings at $1,147.000.00. 
The Avery Company is a manufacturer of farm implements and 


machinery. 
Continued on page 511 
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PEORIA LIFE INSURANCE COMPANY—Continued 


“Your examiners believe that a large loan of this nature is a 
hazardous investment for any life insurance company inasmuch 
as: the use to which the mortgaged property could be applied 
in event of foreclosure by the company is limited; the temporary 
and possible permanent loss of a large amount of interest income 
may embarrass the Company in case of any financial difficulties of 
the mortgagor and, the value of the security is contingent upon 


the continued success of such an 


industrial 


enterprise. 


“The Company has been very active in making loans on city 
business and city residence properties in Peoria, a number of 
these loans being negotiated for the Company by the Bank of 
Peoria as previously noted. 

“The following is a schedule of loans in foreclosure, distributed 
by states and showing the Company's investment in each loan as 


of December 31, 1928: 








Company's 

Original Investment 

No. State Principal 12-31-28 x 

1068 Illinois $16,000.00 $20,619.02 
1150 Indiana 6,000.00 6,366.18 
1045 Iowa 32,000.00 38,023.95 
783 Iowa 10,500.00 12,374.90 

785 Iowa 20,000.00 23,784.03 

112 Iowa 8,000.00 8,675.84 

631 Iowa 20,000.00 23,890.65 

616 Kansas 6,000.00 6,708.87 

765 Kansas 5,000.00 6,780.18 

1032 Kansas ’ 15,000.00 16,174.95 
524 Kansas 5,000.00 5,865.96 

528 Kansas 5,000.00 7,774.02 

622 Kansas 6,500.00 8,310.83 

1288 Kansas 6,000.00 7,637.93 
1282 Kansas 6,300.00 7,873.81 
895 Kansas 5,500.00 6,830.64 

841 Kansas 2,000.00 2,769.60 

731 Oklahoma 11,000.00 14,418.54 

676 Oklahoma 3,000.00 6,937.71 

(Wit) Oklahoma 1,000.00 1,188.41 
$192,800.00 $233,006.02 


xIncludes original principal, taxes, costs, fees, etc., as well as 
accrued interest to 12-31-28. 
“The following schedule shows the loans, distributed by states, 


on which interest is past due more than six months and on 

which foreclosure has not yet been started. 
Interest 

State No. Principal Rate Date Due Amount 

Illinois ..... 426 $16,000.00 614% 9-15-27 Bal. $484.00 

3-15-28 520.00 

9-15-28 520.00 

Iilinois ..... 427 9,000.00 614% 3-15-27 292.50 

9-15-27 292.50 

3-15-28 292.50 

9-15-28 292.50 

Pree 1044 16,000.00 6 % 4- 1-28 960.00 

908.90x 

Kansas ..... 64 2,600.00 6 & 7- 1-28 78.00 

762 5,000.00 6 % 5- 1-28 150.00 

11- 1-28 150.00 

1243 12,000.00 6 % i1i1- 1-27 360.00 

5- 1-28 360.00 

11- 1-28 360.00 

Missouri 630 6,500.00 6 % i1i1- 1-27 195.00 

5- 1-28 195.00 

11- 1-2 195.00 

Oklahoma ... 1062 3,800.00 6 % 11- 1-27 228.00 

11- 1-28 228.00 

680 8,000.00 6 % 1- 1-28 Bal. 404.72 

732 11,500.00 6 % 11- 1-26 Bal. 253.74 

1l- 1-27 690.00 

11- 1-28 690.00 

1249 5,000.00 6 % 11- 1-26 Bal. 226.75 

128.92x 1l- 1-27 300.00 

11- 1-28 300.00 

1252 4,000.00 6 % 1- 1-27 240.00 

1- 1-28 240.00 

672 4,800.00 7 % 1- 1-28 Bal. 186.00 














1413 2,700.00 6 % 6- 1-27 162.00 
6- 1-28 162.00 

1052 19,000.00 6 % 1- 1-27 1,140.00 
1- 1-28 1,140.00 

972 1,600.00 6 % 5- 1-28 96.00 
793 12,000.00 6 % 1- 1-27 720.00 
1- 1-28 720.00 

1254 7,200.00 6 % 12- 1-27 432.00 
227.75x 12- 1-28 432.00 

$147,965.57 $14,688.21 


x Advances for taxes, costs, etc. 


Book value of bonds $828,437.00 
“Of the above amount all, except $4,401.00 book value of bonds, 


were acquired during 1928. The par value of the bonds owned 
is $848,300.00. No credit for market value over book value is 
taken because the Company amortizes its bonds. 

“The bonds consist mainly of Railroad and Utility issues and 
appear to be high grade securities carefully selected and yielding 


a fair net return. 
“Following is a summary of bonds owned December 31, 1928: 








Interest 

Dueand Gross am’t 

accrued rec’d dur- 

Description Book value Par value Dec. 31, 1928 ing 1928 
Municipal $18,671.00 $18,400.00 $586.76 $325.00 
Railroad 163,900.00 170,000.00 2,547.36 2,307.50 
Pub. Util... 615,159.00 629,000.00 8,432.31 11,325.00 
Sh iaakees 30,707.00 30,900.00 209.99 981.50 
Totals $828,437.00 $848,300.00 $11,776.42 $14,939.00 


Book value of stocks $1,136,250.00 
Bank of Peoria $186,750.00 

“This consists of 1,660 shares of the capital stock of the Bank 
of Peoria of a par value of $166,000.00. The amount at which it 
is carried on the Company’s books represents the actual cost. 
The total capital stock of this bank is $200,000.00, the Peoria 
Life owning all but 340 shares. 

“This stock was acquired in 1924. Since that date the company 
has received one dividend in 1928, of three per cent. In 1929 
the bank paid another dividend of three per cent. 

“A non-ledger asset of $34,030.00 is allowed for market value 
in excess of book value of this stock. 

Home Savings & State Bank $37,500.00 

“This consists of 250 shares of the capital stock of the above 
bank which is located in Peoria, Illinois. This stock was ac- 
quired at $150.00 per share in 1927 at the time of the recapitaliza- 
tion of this bank. No dividends have been paid on this stock 
since the Company acquired it. 

“Inasmuch as the market value of this stock has been de- 
termined at 171, a non-ledger asset of $5,250.00 is included in the 
foregoing financial statement. 

Pere Marquette Building Corporation $627,000.00 

“This consists of 6.270 shares of seven per cent Cumulative 

Preferred Capital Stock of the above corporation. The authorized 





issue is $1,500,000.00 at $100.00 per share. The above stock was 

acquired as follows: 

On 
SPOR Us MED wa cbweedic Cececebdowivetsewesé $269,000.00 
eee Gives sdu a ceca knbech<onke voutereeceéos 131,000.00 
ir it? i” seb 66660 ac edeeeeeencwscdadcene 77.000.00 
De: 2 EP Vdeskands 666540006005 Vaatcebds hee 100.000.00 
SE oc éc Oe beer eeu cad reeadee bbb Cees wade 25 000.00 
eT a bare bs ek UGAUGA ab ae hae dé hides 25,000.00 

$627.000.00 


“To the date of writing this report 5730 additional shares of 
this stock have been acquired by the Company. 

“Regular dividends have been declared and paid on this stock. 

“The Company carries this stock on its books at par value 
and it was so shown in the Commissioner’s Book on valuations 
for 1928. 
Pere Marquette Hotel Company $285,000.00 

“This consists of 2,850 shares of seven per cent Cumulative 
Preferred Capital Stock of the above corporation. It is a Delaware 
Corporation with an authorized capital of $300,000.00 at $100.00 
per share and was organized for the purpose of operating the 


Continued on next page 
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PEORIA LIFE INSURANCE COMPANY—Continued the 

Pere Marquette Hotel. The company acquired this stock at par to 

\ on May 21, 1927. ime 

y “No dividends have yet been declared or paid on this stock pe 

“This stock has been allowed at par in the foregoing finaneig) is 

statement. The company is attempting to dispose of this stock. | 

xcellen and your examiners recommend that every effort should be ex. ex 

tended to consummate the sale thereof. th 

Cash in branch office $9,984.95 th 

‘6 . ° “This item consists of unremitted renewal premiums in lrane ' 

4 The company has had a fairly rapid per- offices. Separate accounts are maintained in the Agents pre: : 
sistent growth. Policyholders’ surplus is for each agency which remits to the Home Office, daily or 

ample for all contingencies, and the reserve weekly, the cash receipts from premium collections. On Decem. b 

basis is very strong. Expenses are quite ber 31, 1928, the unremitted renewals, as reflected by renewal it 


reports, amounted to the above sum. Your examiners investigated 


low. The mortality rate is very favorable. these reports in detail and satisfied themselves that the money wag 


Its investments are of very good quality, in transit at the year end. 
consist mainly of bonds and stocks, and Deposits in banks not on interest $472,761.11 
yield an excellent return. The policy con- “This item was verified by the usual bank balance letter from 
° each institution in which the Company had funds on deposit d 

tracts are on standard forms and include at the date of this examination. The largest open checking ac 
disability and double indemnity benefits. count is with the Bank of Peoria, its average daily balance in 
The company pays just claims promptly. this bank being approximately $200,000.00. No interest is re- 
Our general policyholders’ rating of this ceived on this account. Your examiners believe that the company 

a al 9 99 should receive interest thereon and have accordingly suggested 
company is excellent’. that the necessary arrangements be made to realize on this ' 

: item. 


Such is the unbiased —_— of the Home 

Life from A. M. Best & Company, 

America’s leading authority on Life In- 
surance Companies. 


Deposits in banks on interest $508,589.48 
“This item consists solely of certificates of deposit and was 
also verified by bank balance letters as outlined above. S500. 
000.00 of the above amount is represented by one certificate bear 
ing two per cent interest and the remaining $8,589.48 consists 
HOME LIFE of 62 certificates in sundry banks bearing three and four per 
cent interest. The $500,000 certificate was acquired shortly bx 


INSURANCE COMPANY fore the close of the year through the disposition of a mortgage 


loan. 

LitTLeE Rock ARKANSAS “An analysis of the Certificate of Deposit account for the years 
1924, 1925, 1926, 1927 and 1928S revealed that the Company made 
numerous advances to incorporations and individuals upon which 
no securities were hypothecated nor interest received. These ad 
vances, however, were all repaid. This practice should be dis 
continued. 


























General 


Amicable-izing Oklahoma ae Special Renewal Contract 


contract, which was discussed in the reports of 


4 - ' . > previous examinations, was entered into December 27, 1919. le 
The Amicable Life, of Waco, Texas, - ee tween the Company and Mr. Walter H. May. Mr. May furnished 
operating in Oklahoma. Agents are wanted in $160,000.00 to replenish the Company's surplus, which had been 
every county of the state. “To those who can greatly reduced by the influenza losses, and in return was to 
qualify, we offer a very attractive contract, di- receive three per cent of the renewal premium income for 4 


period of five years. By a supplementary agreement, the contract 
was to be considered terminated whenever the principal sum, 


rect with the Home Office, providing for high 


first-year commissions, extra Commissions, and $160,000.00 together with interest at six per cent per annum, 
renewal commissions. had been repaid. 
“At the close of each succeeding year the time for payment 
A few of Our features: of the accrued renewal commissions was extended, and the lia 
bility for same on the part of the Company was waived by 
(Guaranteed Low Rates mutual agreement. The contract was cancelled by a final payment 
Age Limits, one day to 68 years on June 29, 1928, of gery ee 
4a , ; ’ OOoRS an cor 
All modern forms of policies, drawn in vesy “In general, the books et Fran of the Company are very 
plain terms neatly and accurately kept. Competent department managers 
Second year values efficiently supervise the work of their respective departments. 
Liberal Disability and Double Indemnity “The Company does not on its cash journal or general ledger 


P = : d lies segregate premium income into that for life, disability and 
articipation upon paid-up policies double indemnity benefits. The separation of premium income 


Circulatization of prospective applicants for these benefits is determined by Hollerith cards maintained 
The best of service to Agents and Policyholders for that purpose. Reinsurance premiums paid are treated in like 


~ . manner. 
Various helps for the Agent “The Company does not maintain a separate journal record, 


all journal entries being made through the cash journal. Thess 
entries are not supported by a journal voucher or any other 
form of written authority. It has been recommended by your 
H. D. Mouzon, State Manager examiners that a journal voucher be executed to support any 
Cc histones Bld future transactions journalized upon the books of account, these 
704 \Ommmerce HxCnange 8) vouchers to be signed by the proper department managers aid 
OKLAHOMA CITY, OKLA. to contain sufficient detail concerning the nature thereof. 
“The Company maintains an account in its general ledger for 
“Cash advanced for traveling expense.” It is the custom 


If interested, see or write 
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the Company to advance sums of money, from time to time, 
to officers and employees sufficient to cover anticipated expenses 
incurred on account of traveling. If the amount actually ex- 
pended does not equal or exceed the amount advanced, a refund 


is supposed to be made of the unexpended port on. 


“An examination of this account revealed serious abuses in 
excess of the privileges originally anticipated by the nature 
thereof. However, your examiners have been assured that in 


the future all advances will be accounted for immediately upon 
the return of the recipient of the advance to the Home Office. 
Conclusion 
“The growth of the Company has been continuous and rapid 
but the large volume of new business acquired each year with 
its attendant cost, has had its inevitable effect upon surplus.” 


PILOT LIFE REINSURANCE COMPANY, 
NEW YORK, N. Y. 
Voluntary Liquidation 

1920 the directors of this 

liquidate the company. 


On October 21, company voted to 


discontinue business and 
PRUDENTIAL INSURANCE COMPANY, 
NEWARK, N. J. 
Correction Notice 
On page 452 of the 1929 edition of Best's Illustrations, the cash 
values of the Prudential’s Modified Life “3” policy were incorrectly 
stated The values there illustrated started with the fourth 
year whereas they should start with the third year. The correct 
values are shown herewith and we request our subscribers to 
please make the substitution in their books. 
Cash Surrender Values Per $1,000 
Modified Life 3 
I 


Age 3 t 10 1h 20 

 - $15 $23 S33 S83 $141 $208 
30... 19 29 41 103 173 253 
3 24 37 52 12S 212 305 
Dy 30 47 5 158 257 361 
i 3S 5S 81 192 SO 10) 
| 47 71 2S 220 356 177 


REINSURANCE LIFE COMPANY OF AMERICA, 
CHICAGO, ILL. 
Report of Examination Favorable 
The Reinsurance Life was examined as of April 30, 1929, by 
the Insurance Department of Illinois and Iowa. Extracts from 
the examiners statement as of that date are shown here. 
and disbursements are for period of January to April only as 


is also the insurance account. 
Admitted 
FO ra eer 
Capital 
Surplus 


S1.S855 454 
14.451 
500.000 

*500,000 

*1,474 998 

187,234 
7,526,110 


63,243,192 


nssets 


Income seeeecees 


Insurance written 
SS ere 


* The company also has $250,630 set up in special reserves. 
7 Includes ledger assets of Iowa company transferred. 

The examiners were of the opinion that the company 
experiencing a steady and wholesome growth and is now in an 
excellent financial condition. 


Examiners Comments—E xtracts 
History 

“The Reinsurance Life Company of Ameriéa, (lowa Corpora- 
tion) was incorporated June 15, 1917, under the laws of the State 
of lowa, empowered to transact the business of life, health and 
accident insurance. Its authorized and paid-in capital was $500,- 
000.00, consisting of 10,000 shares of par value $50.00 each. This 
company commenced business August 18, 1918, and operated con- 
tinuously with its home office at Des Moines, Iowa, until March 
1, 1929, on which date its consolidation was effected with an Illi- 


was 


nois corporation of a similar name, 

“The Reinsurance Life Company of America (Illinois Corpora- 
ton) was incorporated under the Legal Reserve Life Act of 
IS6Oo which permits it to do a life insurance business, and under 
the 1919 Act permitting life insurance companies to do accident 
and health business. This company has an authorized and 
paid-in capital of 3500,000.00, consisting of 10,000 shares of $50.00 
par value. The charter was approved February 13, 1929, and the 
company commenced business March Ist, 1929. 

“An agreement for the consolidation of the two companies, above 
named, under the Illinois Charter was executed by the officers 
of the respective companies January 15, 1929, and was adopted 
by the stockholders of the Iowa Company at their annual meet- 
ing January 15, 1929: and by the stockholders of the Illinois 
corporation at an adjourned session of its first meeting of stock- 
holders on February 15, 1929; by the Insurance 
Commission of the State of Iowa February 25, 1929, and by the 
Director of Trade and Commerce of the State of Illinois, March 
1, 1929, becoming effective on the latter date. The consolidation 
agreement provided for the transfer of all of the insurance in 
force and all of the assets and liabilities of the lowa Corporation 
for the retirement of the out- 


was approved 


to the Illinois Corporation, and 
standing capital stock of both corporations, and the issuance of 
the capital stock of the Illinois Corporation, as consolidated, to 
the former stockholders of the Iowa Corporation. These provi- 
sions were carried out as prescribed, immediately upon the ratifi- 
cation of the agreement as aforesaid. 

“The company restricts its business to reinsurance. 


Scope of Examination 

“The Reinsurance Life Company of America 
was last examined by the Iowa Department as of June 30, 1928. 
The present examination covers the transactions of the interven- 
ing period to and including April 30, 1929. Following is a state- 
ment reflecting income and disbursements of the Iowa corpora- 
tion for the months of January and February, 1929, followed by 
income and disbursements of the Illinois corporation for the 
months of March and April, 1929, and assets and liabilities as of 
April 30, 1929, compiled by your examiners from the books and 
7 x x 


(lowa company) 


records of the company: 
Continued on next page 








THe Bactimore Lire INSURANCE COMPANY OF BALTIMORE CITY 


HOME OFFICE 


Charles and Saratoga Streets 
WILLIAM 


BALTIMORE, MD. 


O. Macciwt, President 


the family. LIFE INSURANCE POLICIES are not affected by fluctuations in the Stock Market, depressions 
in the Real Estate Market or other Industrial failures. Your investment is protected by legal reserves and an 


ample surplus. 


Remember! your Policies mature at par or better. 


INSURANCE COMPANY OF BALTIMORE CITY 


| | INCORPORATED 1882 


| THE BALTIMORE LIFE 


To the average man Life Insurance offers the only SAFE and SANE way to develop an Estate and protect 


No shrinking in your Estate. 
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REINSURANCE LIFE COMPANY OF AMERICA—Cont'd. 
Ledger Assets 





i 


Following is a schedule of the loans owned by the company, 
distributed as to States and rates of interest: 




















Real Estate $235,458.02 Rate of 

This item consists of twelve parcels of real estate located in No. State Amount No. Interest Amount 
the State of Missouri, having a book value of $88,060.00, and nine 51 Iowa $476,073.00 39 5 % $273,248.00 
parcels located in the State of Iowa, having a book value of 13 Missouri 36,126.00 2 5% % 14,076.00 
$147,398.02. All papers in regard to these properties were ex- 1 Minnesota 12,000.00 18 514% 72,200.00 
amined in the offiee of the company. Following is a schedule 5 6 % $1,175.00 
prepared by your examiners showing the real estate acquired by 1 644 % 33,500.00 
the company since January 1, 1925, and the disposition of it up — —_——— - - — -— --- onntail 
to April 30, 1929. 65 $524,199.00 65 $524,199.00 

Book value of Increase by Decrease by Book value of Balance 

Year real estate adjust- adjust- real estate end of 

acquired acquired ment ment sold year 
No. Amount No. Amount No. Amount No. Amount No. Amount 

Dt sthiterdieeece's 10 $79,721.65 10 $79,721.65 
Dt kihncuseeteses 20 303,164.85 2 $2,021.72 5 $15,119.55 11 $60,785.14 23 288 993.53 
| AAR RAI 9 114,078.25 ‘ 20 89,108.39 20 86,296.31 18 227,667.08 
TT hatndnss kveaee 6 86,272.70 23 90,981.70 15 22,939.26 20 200,018.89 
4 months 
ET wahesanuskecsce 3 42,764.20 2 325.00 5 7,000.00 21 235,458.02 

Te “ceuseonece 48 $505,991.65 2 $2,021.72 5O $195,534.64 51 $177,020.71 21 $235,458.02 








“With the exception of two parcels, all the real estate consists 
of farm lands acquired through the foreclosure of mortgage 
loans. The two parcels were acquired by trade, the company 
accepting the properties as first payments on farms sold on con- 
tract. These parcels consist of improved property located in the 
cities of Des Moines, Iowa, and Lucerne, Missouri, and are car- 
ried on the books of the company at $8,000.00 each. 

“Of the farm property owned by the company, nine parcels 
having a book value of $47,425.00 are sold under contract, the 
company receiving small cash payments on all the parcels, with 
the exception of the two mentioned above, and extending the 
balance over a period of from five to fifteen years. Interest due 
of $445.07 and accrued of $317.50 calculated by your examiners 
on the contracts of sale is included as a non-ledger asset in the 
foregoing statement. 

“It is the company’s practice to dispose of its real estate 
holdings as quickly as possible, even though it sustains a loss in 
doing so. This is evidenced by the fact that the company has 
taken considerable losses on the properties it has sold. It has 
also charged off from ten to fifty-five per cent of the book value 
of all but four of the remaining properties. In these four cases 
the company believes it will realize. the full amount of its invest- 
ment. 


“In the event of foreclosure and transfer to real estate of any 
of the company’s properties, the only items of expense capitalized 
are taxes and actual foreclosure costs, which will be discussed 
later in this report in connection with mortgage loans. During 
May, 1929, the company disposed of one of its contracts of sale, 
which it was carrying on its books at $1,225.00 for $1,116.00 cash. 
The resulting excess in book value over market value of $109.00 
has been deducted as an asset not admitted in the foregoing 
statement. Interest due and accrued on this contract of sale 
was not included as a non-ledger asset. 


Mortgage Loans $524,199.00 

“Of this amount the company had on deposit with the Insurance 
Department, State of Iowa, forty loans amounting to $427,801.00, 
as certified by the proper authorities at this time. Upon examin- 
ing the schedule furnished by the Department of the loans on 
deposit, it was noted that partial payments amounting to $3,000.00 
were made on loans numbers 87, 117 and 145 during the months 
of February, March and April, 1929, and the company through 
oversight, due to the confusion of moving its office, had failed 
to report the payments as required. With the exception of four 
loans which are in process of foreclosure, the papers in regard 
to the balance of the loans were inspected in the office of the 
company. Of these loans in foreclosure the company has ac- 
quired Sheriffs’ Certificates of Sale for three of the properties. 
There are also in process of foreclosure two loans amounting 
to $18,500.00, held on deposit by the Iowa Insurance Department 
on which the company has received Sheriffs’ Certificates of Sale. 





“Included among the loans owned by the Company are a num- 
ber of loans on property which the company formerly owned. 
These properties were sold on contract, the compary securing 
as much cash as possible and taking mortgages for the balantice. 
In these transactions the company deeded the properties to the 
purchasers. The company has discontinued this practice of 
granting deeds to purchasers on contract. 

“The company includes as a ledger asset $4,286.81 representing 
advances recoverable on mortgage loans. An analysis of this 
account disclosed that it consists mainly of taxes, foreclosure 
costs, insurance premiums and repairs on ten of the company’s 
loans. These items are carried in this account until foreclosure 
is completed. When the loans are transferred to real estate the 
only items capitalized are actual foreclosure costs and taxes, the 
remaining items being charged to real estate expense. 

“Practically all of the mortgages now owned were acquired 
prior to 1928. Appraisals in file indicate that when made the 
loans were secured by properties worth in each case at least 
double the amount loaned. Considering the company’s policy 
of charging off appreciable sums from its real estate account 
each year, and in view of its reserve for fluctuation in mortality 
and investments, it has not been deemed necessary at this time 
to demand additional appraisals. The book values of such loans 
as represent contracts of sale of properties formerly carried as 
real estate doubtless represent approximately the fair market 
values of the respective properties, less such partial payments 
as have been made. In the circumstances, these book values have 
been allowed as admitted assets for the purposes of this report 
considering that they are equivalent to so much real estate owned. 

“It was noted that in several cases small installments on con- 
tracts of sale are past due. 

Bonds $883,844.87 

“Of this amount the company had on deposit with the Depart- 
ment of Trade and Commerce, State of Illinois, bonds of par 
value $200,000.00, and with the Insurance Department, State of 
Iowa, bonds of par value $100,750.00, as certified by the proper 
authorities at this time. The balance of the bonds were inspected 
at the safety deposit vault of the company. Following is 4 
description of the bonds owned by the company at April 39. 





Rates of 
Kind Book value Interest Book value 
Government .........6s06- $464,937.17 344% $13,050.00 
State, Province ........... 4 42,853.04 
County and Municipal 320,803.73 41% 219,767.55 
4% 440,915.49 
4%, 10,000.00 
PRONE 0.0.4 50006460 ccance 19,396.55 5 101,487.91 
5% 15,522.40 
Public Utilities .......... 78,707.42 5% 8,252.93 
6 81,995.95 
$883,844.87 $883,844.87 
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“Included in the above, are bonds of the Government of Canada, 
provinces and Cities of Canada, and the Canadian National Rail- 
ways smounting to $161,680.04 book value. Although the Illinois 
Investment Act of 1907 does not contemplate the investment of 
funds of life insurance companies in securities of this class, 
they have been allowed as an admitted asset for the purposes of 
this report, inasmuch as they were purchased legally at the time 
the company was an Iowa corporation and were included as a 
part of its assets at the time of the consolidation of the Iowa 
and Illinois corporations. These bonds are all high grade securi- 
ties and draw from four to five per cent interest. 

“The company has elected to value its bonds on the amortized 
basis. Accordingly the excess of book value over amortized value, 
amounting to $565.37 at April 30, has been deducted as an asset 
not admitted in the foregoing statement.” 


ROYAL HIGHLANDERS, 
LINCOLN, NEB. 


Goes on American Three and One-Half Per Cent Basis 

This society recently adopted the American Experience Table 
of Mortality with 344% interest as a basis for its premium rates 
and reserves although it has made no change in its corporate 
status. The order had previously been operating on the National 
Fraternal Congress Table of Mortality and 4% interest. All old 
members have the option of converting their policies to the new 
plan. 


SENTINEL LIFE INSURANCE COMPANY, 
KANSAS CITY, MO. 
L. L. Adams Elected President 
L. L. Adams, formerly district manager of the Metropolitan 
Life Insurance Company in Kansas City, has been elected presi- 
dent of the Sentinel Life succeeding Arthur M. Hyde who resigned 
recently after his appointment as Secretary of Agriculture. 











SHERIDAN LIFE INSURANCE COMPANY, 
CHICAGO, ILL. 


Report of Examination Reviewed 

The report of the examination of this company as of July 31, 
1928, by the Illinois Insurance Department has just been received. 
The report, which is self-explanatory is reproduced herewith in 
full as a matter of record. 

Chicago, Ill., September 27, 1928 
Hon. H. U. Bailey 
Director of Trade and Commerce 
and 
Hon. George Huskinson 
Superintendent of Insurance 
Springfield, Illinois. 
Sirs: 

Pursuant to your instructions an examination has been made 
of the condition and affairs of the Sheridan Life Insurance Com- 
pany, located at Room 1342 Bankers Building, 105 West Adams 
Street, Chicago, Illinois. 


History 

The Declaration of Incorporation and Proposed Charter were 
executed January 25, 1926, and approved by your Department 
February 9, 1926. Completion of organization being reported to 
your Department, an examination of capital was made, and the 
required deposit of $100,000.00 under the Guarantee Deposit Law 
of 1869 Was made, certificate of such deposit being dated Sep- 
tember 20, 1927. The capital stock, consisting of 2,000 shares of 
par value $50.00 each, was sold at $100.00 per share, 20 per cent 
of the sales price being expended for promotion and organization 
expense. 

Under the direction of the former management, during the 
period following completion of organization up to May, 1928, 
when the present directors were elected, the company’s surplus 
was depleted. When the present management took charge the 
surplus was established by the introduction of legal securities 


Continued on next page 











vestments at current levels. 
Glens Falls Insurance Company 
Hanover Insurance Company 


Great American Insurance Company 





1l Broadway, New York, N. Y. 





For 
SOUND COUNSEL 


Relative to 


INSURANCE INVESTMENTS 


most vital and progressive business, managed by a 
personnel of the highest type and regulated by State Insurance Laws, supervised by the Insurance 
Commission. We believe the shares of the old established insurance companies afford attractive ir- 


Insurance stocks represent an investment in : 


Niagara Fire Insurance Company 
U. S. Fire Insurance Company 
National Union Fire Insurance Company of 


Reports of the progress of any insurance company sent on request. 


CONSULT 
G. W. FANNING CO. 


Specialists 
BANK AND INSURANCE STOCKS 


Pittsburgh 


Tel. Bowling Green, 8902-3-4-5 
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SUN LIFE ASSURANCE COMPANY OF CANADA 
Established 1865 





—— 


SUN LIFE ASSURANCE COMPANY OF CANADA 


A TOWER OF STRENGTH 


$488,958 ,000 
$54,439,000 
$434,519,000 


REI hata tale al ne oti 
Surplus 
Total Liabilities. ...... 


Interest on Policy Proceeds, Profits. etc., 
left with the Company 


372 % 


The Company has attractrwe opportunities for 


capable and ambitious men. 


Heap Orrice: MONTREAL 





SHERIDAN LIFE INSURANCE COMPAN Y—Continued 
at $30,000.00, which is approximately the surplus as of the date 
of this report. 


Scope of Examination 

This examination covers the period from completion of organi- 
zation to and including July 31, 1929. Inasmuch as the Sheridan 
Life under its former management had no complete set of records, 
it has been impossible for your examiners to trace all trans- 
actions, or to obtain a complete understanding of all the opera- 
tions, affecting the company. Upon assuming charge of the 
Company's affairs, the present management attempted to piece 


together the financial records in such a way as to account for | 


all past expenditures, and to reconcile the balances as last known, 
with the current balances in the various assets accounts. This 
attempt being unsuccessful, a new ledger was opened, each asset 
account reflecting the balance now on hand. Hence the financial 


statement which follows, prepared by your examiners from these | 


new books, does not presume to reflect all of the company’s 
operations since organization. The annual statement, submitted 
as of December 31, 1927, was made to show adjustments in the 
company’s accounts which had not yet been made on its books, 


and. in fact were never actually made, although apparently in | 


harmony with the facts at the time the statement was prepared. 


Financial Statement 





Ledger assets December 31, 1927....... $130,000.00 
Income 

Ds Sn: go ncccccdcobcscsecooeas $1,067.50 
By adjustment, to show balances in 

banks not heretofore entered ........ 34.10 
By adjustment to show as an asset, 

furniture and fixtures on hand ...... 350.00 

$131,451.60 
Disbursements 
None. 


Ledger Assets 


SD sn. ins rhe thwenwhekvenwe $30,000.00 
RI TENE SESE SAE, a te) ey eee ae 70,000.00 
Dy Th aetna i nokdd binbwee den ceecedocd 27,500.00 
I a 3,601.60 
Furniture and fixtures ................ 350.00 131,451.00 
Non-Ledger Assets 
Interest accrued on mortgage loans.... $610.33 
Interest accrued on bonds ............. 602.08 1,212.41 
EN EFL ae ee a a oe OS Ger eT $132,664.01 
Deduct Assets Not Admitted 
Book value over market value of bonds $2,062.50 
Farniture and fixtures ................ 350.00 $2,412.50 
$130,251.51 
Liabilities 
ee Ee bide ceeetde Atweiibddeedé t étcude os eeea $100,000.00 
EE bRN Secu adia vebdnes debanSéisdinee se ddadsncctas 30,251.51 
$150,251.51 
$130,251.51 
Comments 


Ledger Assets 

Mortgage loans $30,000.00 

The four mortgages composing this account are on deposit 
with your Department as a part of the guarantee deposit fund. 
Bonds $70,000.00 

All of the bonds are also held by your Department as the 
guarantee deposit under the Act of 1869. They are being carried 
on the new books of the company at par, and their aggregate 
market value, determined as of July 31, 1928, by a reputable 
broker, was $67,937.50. The excess of book value over market 
value, so determined has been deducted as an asset not admitted 
in the foregoing financial statement. 
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The bonds owned are as follows: 








Description Book val. Market val. 

Commonwealth Edison Co. 

First 5's maturing 5-1-43 ............ $15,000.00 $15,675.00 
Sanitary District of Chicago 

4%'s maturing 12-1-44 ..........606. 20,000.00 9,925.00 
Central Illinois Public Service Co. 

4144's maturing 12-1-67 ...........005- 15,000.00 13,725.00 
filincis Power & Light Corpn. 

First 5's maturing 12-1-56 ....... Fooee 15,000.00 14,625.00 
Penn. Central Light & Power Co. 

First 44%4's maturing 11-1-77 ........ 15,000.00 13,987.50 
ele cccccedecksesdedibedéeceobcddéce $70,000.00 $67,937.50 


Stocks $27,500.00 

The present management at first invested the entire surplus 
of $30,000.00 in the six per cent preferred stock of the Iroquois 
Trust Company, of Evanston, Illinois, purchased at par but 
later disposed of 26 shares of par value $100.00 each for $2,500.00, 
leaving the above amount on hand. Your examiner inspected the 
certificates representing these shares at the company’s safe deposit 
box. Dividends on this stock are payable semi-annually on 
January ist, and July Ist, at the rate of six per cent per annum, 
and informants state that all dividends have been paid to date. 
(Dividends are cumulative). Since the date of the examination, 
however, the company hag disposed of 240 of the 275 shares shown 
among ledger assets above, at par and accrued interest, and the 
stock has been allowed in this report at this figure. 
Cash in banks $6,001.60 

The deposits in two banks were verified by bank balance letters, 
totalling the above amount. 

Liabilities 

Capital stock $100,000.00 

The outstanding shares, numbering 2,000 at par value $50.00 
each, were verified by examination of the stock certificate stubs. 

Management 

The Board of Directors, which was elected at a special meeting 
of stockholders, held May 20, 1928, consists of the following mem- 
bers. 


Term Expiring October 10, 1928 





David G. Barry, Dr. H. R. Colver, C. F. Dilsar, O. J. Dolan, | 


W. W. Furey, R. H. Daniels, A. G. Culbranson. 


Term Expiring October 10, 1929 
Charlies H. Reynolds (resigned July 30, 1928); Frederick H. 
Rick, Conrad Selmeissar, Dr. A. R. Schier, Otto Otteretrun, P. 
J. Ryan, Joseph Hartley. 


Term Expiring October 10, 1930 

Charles B. Wallace (resigned July 30, 1928); J. J. Bailey, George 
W. Sheehan, L. J. Lifka, John F. Hahn, Dwight 8. Bobb, Dr. 
Francis McNamara. 

On July 30th, 1928, the vacancies occurring as a result of the 
resignations of Messrs. Charles 8S. Reynolds and Charles 8S. Wal- 
lace were filled by the election of Messrs. L. W. Holbrook and 
4A. A. D. Hahn, respectively. 

Officers elected May 29, 1928, to serve until October 10th, 1928, 
are as follows: President, John F. Hahn; first vice-president, 
Charles H. Reynolds;* secretary, L. J. Lifka; treasurer, J. J. 
Bailey; assistant treasurer, L. J. Lifka. 

(* Resigned July 30, 1928. Vacancy filled by the election of L. 
W. Holbrook). 

The following committees were also elected May 29, 1928, to 
serve until October 10, 1928: 


Executive Committee 
John F. Hahn, L. J. Lifka, J. J. Bailey. 


Finance Committee 
John F. Hahn, L. J. Lifka, J. J. Bailey. 


General 

No policies had been issued by the company up to the date 
of examination, though it was noted that one policy was issued 
under date of September 5, 1929, in the amount of $1,400.00. This 
is presumed to be a qualifying contract, the company having re- 
frained from issuing any others, pending your Department’s ap- 
proval of its financial condition. 

Respectfully submitted, 

A. Dwight Hoy, Examiner. 








SOUTHERN STATES LIFE INSURANCE COMPANY, 
ATLANTA, GA. 


Report of Examination Reviewed 

The Southern States Life was examined as of December 31, 1928, 
by the Insurance Departments of Ala., Fla., and Tenn., and the 
report showed the following: Total income, $2,225,927; total dis- 
bursements, $1,860,628; admitted assets, $8,137,539; investment re- 
serve fund, $105,053; surplus, $117,372. The last three items were 
changed from those filed by the company and published by us in 
the 1929 Life Volume, from the following: admitted assets, $8,- 
168,693; investment reserve fund, $104,953; surplus, $148,197. The 
decrease in surplus was largely brought about by the examiners 
through disallowing interest due and accrued on mortgages in the 
amount of $32,457. Details of the changes are given in the follow- 
ing quoted comments of the examiners. 


Scope of Examination 

“The last examination of the company was made as of Decem- 
ber 31, 1925. This examination covers the period from that date 
to December 31, 1928. The annual statements for the years under 
review were verified, and found in agreement with the company’s 
books. Exhaustive test checks were made of Income and Dis- 
bursements, and with the exception of a few minor items, were 
found in order. 

“An examination of the company was started in the early part 
of the year 1928, but due to the condition of some of the com- 
pany’s investments, it was postponed in order to give them suffi- 
cient time to clear up these items, and we have commented on 
same under their respective headings. 

“We have decreased the surplus as reported by the company 
by the amount of $50,924.62, through eliminating items of Non- 
ledger assets and increasing liabilities, and these differences are 
fully explained elsewhere in this report. 


History 

The company was incorporated under the laws of Alabama 
during the year 1906 with a paid up capital of $100,000.00. Dur- 
ing the year 1927 the capital was increased to $150,000.00, the 
increase being sold at par. All of the capital stock of the com- 
pany is owned by the Southern Securities Company, which was 
formed principally to finance the life insurance company. 

Since organization, the securities company has advanced to 
the life insurance company various amounts, on account of which 
they have had issued to them notes designated as Expense 
Loading Certificates. These Expense Loading Certificates are 
payable only out of future earned surplus and, therefore, are 
not present liabilities of the company. The amount due or to 
be paid on account of these certificates as of December 31, 1928, 
exclusive of interest, amounted to $248,044.88. The company paid 
to the Securities Company during the period covered by this 
examination the sum of $153,000.00 to apply on these certificates. 


Assets 
Real estate $410,930.42 

“All documents in connection with the real estate owned by 
the company, and which consisted of twenty-three farms and 
nine city properties, were inspected, and with the exception of a 
lot carried at a book value of $167,392.64, the deeds were found 
to have been properly recorded. We have taken up with the 
officers the reason for not recording this deed, and have been 
informed that the company is saving a considerable amount in 
taxes by carrying it in this manner. According to the recorded 
documents, this property is in title with the Southern Securities 
Company, and the insurance company pays the taxes on it in 
the name of this company. 

“With the exception of the above mentioned lot, which was 
purchased by the company from the Securities Company for a 
Home Office site, and which has since been abandoned as such, 
and four lots which the company owns in Coral Gables, Florida, 
all of the real estate has been acquired by foreclosures. 

“During the year 1928 the company increased the value of the 
lot originally purchased for a Home Office site by the amount of 
$42,657.36 in their annual statement under non-ledger assets. 
Your examiners secured an appraisal on this property, and as 
the mean of the appraisals secured by the company and your 
examiners was in excess of the value set up by the company and 
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SOUTHERN STATES LIFE INS. CO.—Continued 
as both appraisals were made by competent real estate men, 
the increase has been allowed in our financial statement. 
Mortgage loans $3,139,321.91 
“The company's mortgage loans, amounting to $3,139,321.91, 
were inspected and consisted of the following: 





Mortgage loans on real estate ...........ccecceeeenes $2,116,321.91 
First mortgage bonds on real estate ................ 1,023,000.00 
DE cedb concn se cde en ekvereeesoeensetccensnsa $3,139,321.91 


“As of the date of verification there were mortgage loans on 
real estate amounting to $131,533.33 in the hands of attorneys for 
foreclosure, and these loans were verified through letters and 
other papers, and found in order. 

“The company had first mortgage bonds on real estate located 
at Coral Gables, Florida, amounting to $467,000.00, divided into 
two issues, one for $22,000.00 and the other for $445,000.00. On 
the latter issue there was $25,000.00 principal and $35,600.00 interest 
in default as of December 31, 1928. 

“Due to the condition of Florida real estate, especially in 
Coral Gables, and because of the default in principal and in- 
terest on the bonds, the Commissioners of Insurance of the States 
of Alabama, Florida and Tennessee appraised the properties 
covered by this bond issue at an amount of $695,300.00, and 
agreed to allow the company 50% of the appraised value, or 
$347,650.00, providing they foreclosed on their bonds. 

“The company owns the entire bond issue on the properties 
in question, and the difference between the amount allowed by the 
three Commissioners, or $347,650.00, and the face value of the 
bonds, or $445,000.00, was deducted by them in their annual 
statement, said item amounting to $97,350.00 and was listed under 
liabilities as “Investment Reserve Fund.” The company also 
included in this account the sum of $7,703.13 covering partial 
costs of foreclosure, which item is listed under ledger assets in 
our financial statement. 

“During the year 1926, the company purchased $470,000.00 of 
Coral Gable bonds for the sum of $376,000.00, the bonds to bear 
interest at 8% and constituting the entire issue on the properties 
in question, and took credit in their annual statement for the 
year 1926, the difference between the face value of the bonds 
and the cost price. During the year 1927 the company accepted 
in lieu of $25,000.00 of these bonds and interest amounting to 
$18,800.00 several mortgages on real estate, paying the difference 
between the amount due them and the amount of the mortgages 
in cash, which left the face amount of the bonds on this issue on 
the company’s books as of December 31, 1928, $445,000.00. 

“The company took credit for interest due and accrued in 
their annual statement on the above bonds for an amount of 
$32,456.66, which amount represented interest on the valuation 
allowed by the Commissioners. The interest due and accrued on 
the total issue amounted to $41,533.32. 

“As the agreement between the company and the commissioners 
was to the effect that the company would be allowed 50% of 
the appraised value of the properties covered by the bond issue, 
conditioned on the company’s taking immediate steps to secure 
possession of the properties, and as the company has taken steps 
to secure possession and took credit for the 50% of the ap- 
praised value, or $347,650.00, the interest due and accrued on these 
bonds, amounting to $32,456.66, should not have been included 
as an asset of the company in their annual statement, and we have 
accordingly eliminated it from our financial statement. 

“The company deducted under non-admitted assets for mortgage 
loans in excess of appraisals the sum of $1,283.33, and we are 
of the opinion that this amount is sufficient to cover this item. 
Policy leans $3,054,774.76 

“The company’s Policy Loans, amounting to $3,054,774.76, were 
checked, and with the exception of several small loans that 
have been carried as in force, but which in realty were lapsed, 
the loans were found in order. All loans, notes, etc., in excess 
of reserve have been deducted as non-admitted. 

Premium notes $151,351.98 

“The company’s premium notes were checked and found in 
agreement. The company pays its agents commission on re- 
newal premium notes, but does not pay commission on first year 
premium notes until the notes are paid, and we have set up an 
amount of $2,547.89 under liabilities to cover this item. 
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HARRY L. SEAY, President 


The Southland Life is one of the South’s most 
progressive companies, widely and _ favorably 
known throughout the territory in which it 
operates. To men of character and ability who 
have the qualifications to become successful agents 
the Southland Life offers an unparalleled oppor- 
tunity. Much virgin territory yet remains to be 
allotted. 


The Company has facilities for training men 
who are unfamiliar with the business but are 
otherwise qualified. 


For further information address 
CLARENCE E. LINZ -stst Vice Pres. & Treasurer 
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Berkshire 
Life Insurance Company 
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In establishing connections with a life 
insurance company, the personal equation 
of its official family is of paramount impor- 
tance to the prospective agent. The Berk- 
shire Life Insurance Company of Pittsfield, 
Massachusetts, has a well-earned reputa- 
tion for a co-operative spirit between the 
Home Office and the Field Force that is 
of inestimable value to the success and 
happiness of its representatives. 





“Ask any Berkshire Agent” 


BERKSHIRE LIFE INSURANCE 
COMPANY, 


Incorporated 1851 
PITTSFIELD, MASSACHUSETTS 


Frep. H. Ruopes, President 
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| Nineteen Thirty will be another 
great year, with still greater op- 


portunities for its fieldmen. 
Home Office SACRAMENTO 
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43.8% Gain in 1929 
Every month in the first half of 
1929 contributed a new all-time 
monthly record of production by 

California State Life 
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“The company has an automatic loan clause in its policy 
which keeps it in force as long as there is any reserve, but 
no commissions are paid to the agents when an automatic loan 
has been set up for the premium in order to continue the policy 
in force. 

“We would suggest that the company refrain from paying 
any commissions on premium notes until the notes accepted by 
the company are paid. It is true that the company will not 
accept a renewal premium note unless there is a reserve sufficient 
to cover it, but on the other hand, the agent could contend that 
he is also entitled to commission on an automatic loan in view 
of the fact that there is a reserve sufficient to take care of it. 
Bonds $614,133.46 

“The bonds owned by the company on December 31, 1928, 
amounting to $614,133.46, were verified by your examiners and 
found in agreement with the books and records of the company. 
All of the bonds are of a high grade, there being no interest 
in default. 

“The book value over market value, amounting to $103.46, has 
been deducted as non-admitted. 

“We have increased the amount set up by the company for 
accrued interest by the amount of $914.16, due to the company 
deducting interest paid at the time of acquiring the bonds from 
the amount to which they were entitled for accrued interest 
on December 31, 1928. The total allowed the company for accrued 
interest amounted to $7,604.52, and due credit has been given 
under non-ledger assets. 

Stocks $82,973.33 

“The stocks owned by the company on December 31, 1928, 
were verified, and an amount of $4,536.66 for market value over 
book value accordingly allowed the company. We have allowed 
the company the sum of $691.67 for accrued dividends, as this 
amount was received shortly after the first of the year, an in- 
crease of $372.50 over the amount set up by the company. 
Agents’ balances $21,383.00 

“This item represents advances to agents of the company, the 
gross amount of which, or $25,912.00, has been deducted as non- 
admitted. 

“The company has been selling agents’ balances at the end 
of each year to the Southern Securities Company without re- 
course, and have been carrying these balances on memorandum, 
remitting to the securities company any credits applied on the 
balances so sold. During the years 1926 and 1927 the company 
paid to the Southern Securities Company all credits of the agents 
whose accounts had been sold to them, which in turn built up 
the balances retained by the Insurance Company. This practice, 
however, was discontinued during the year 1928, and the company 
now pays the Securities Company for any renewal, special or 
commuted commissions applied on the agents’ accounts sold. 

“On several occasions the Insurance Company remitted to the 
Securities Company an amount in excess of the credit due them, 
and these amounts were adjusted prior to the end of the year in 
which they were paid. 

“As of December 31, 1928, the balances unpaid sold to the Se- 
curities Company amounted to $74,381.18, and as those balances 
were sold without recourse, and for the purpose of this report, 
we have not changed our financial statement. 

“Your examiners do not approve of the method of handling 
these Agents’ Balances, as a number of accounts have been sold 
on which the Securities Company will suffer a loss, but due to 
the Securities Company owning the entire capital stock of the 
Insurance Company, this loss can be absorbed in a number of 
ways, and in the meantime, the Insurance Company can take 
credit as admitted assets items that in reality are non-admitted 
assets, 

In Re Southern Securities Company 

“The above company was incorporated under the laws of 
Georgia as a holding company for the Southern States Life 
Insurance Company. The officers of both companies, we have 
been informed, are identical. 

“The Insurance Company made advances to the Securities 
Company during the years 1926 and 1927, amounting to approxi- 
mately $106,000.00, and these amounts were repaid at the end 
of the year in which the loans were made. One of these items 
appeared under collateral loans and no mention was made of 
it in the statement submitted to the Insurance Departments. We 
have been informed that these advances covered repurchase of 


Continued on neat page 





BEST’S INSURANCE NEWS (Life Edition) 

















SOUTHERN STATES LIFE INS. CO.—Continued 
agents’ balances, but as the amounts advanced were later repaid, 
your examiners are of the opinion that they were merely loans 
without collateral. 

“The Insurance Company pays all taxes assessed against the 
Securities Company, the explanation submitted to us by the 
company being to the effect that it was for the best interests 
of the Insurance Company to handle same in this manner. 

Insurance in Force $65,365,756.00 

“As of Dec. 31, 1928 the Company had in force 28,123 policies, 
aggregating $65,365,756.00 of Insurance, and making the average 
amount of each policy in force $2,324.00. The business in force 
as to non-participating and participating is divided as follows: 








No. Amount 
Policies Insurance 
Non-participating ..n.cccccscccvcccccseses 21,870 $52,505, 916.00 
ERED 6 vecucccscdbvobesuestseccces 6,253 12,859,840.00 
TT \.ttnd dvbenhdadbadwedee@ebeaes oon 28,123 $65,365,756.00 


Agents’ Contracts 

“A few contracts of representative agents were reviewed, and 
in the opinion of your examiners, the terms of same are fair and 
equitable to the parties interested. 

“In the early part of the year 1928, all agents’ contracts were 
revised and made uniform, rather than being special to each 
agent as heretofore, which step doubtless will result in greater 
facility of handling and harmony from all standpoints. 

“It was observed that the first year’s commissions were slightly 
reduced in the revision of the contracts while the renewals were 
increased somewhat, which changes thus far have resulted in a 
reduction of the cost of first year’s business and an improvement 
in the second year’s renewal ratio. 


Reconcilement of Surplus 











Surplus as Reported by Company ............55e065 $148,197.09 
Surplus Increases 
Accrued interest on Bonds ........... $914.16 
Accrued dividends on Stocks .......... 372.50 
RS RG a 6 cawédwacs 266busiie cd Kndwows 1,00 
Book value bonds over market value .. 13.90 
Extra Reserve for Total and Permanent 
I | dicikc'c C4 ied Tc ins eedribactens 877.00 
eee GORA: cis . ndicd abs 0 Ke cedeccas 1,237.95 
Dividends due policyholders .......... 1,322.32 
Total Surplus Increases .......... 4,738.83 
$152,935.92 
Surplus Decreases 
Interest due and accrued on Mortgages 
(Coral Gables Bonds) ............... $32,456.66 
SD OIE Sn, sins ile oppesbeesddedess 3,006.79 
Investment Reserve Fund ............ 100.00 
Total Surplus Decreases ........... ~—— 35,563.45 
Surplus as shown in this Report ............... $117,372.47 


Accounting 
“The Company’s system of accounting, in our opinion, entirely 


covers their needs. The records of the Actuarial Department were 
in excellent condition, and all information desired from this De- 
partment was readily available and easily obtained. 
Conclusion 

“In conclusion, we would state that the Company is now in a 
position to increase their production considerably and profitably, 
having ironed out most of their difficulties in regard to their in- 
vestments. We believe that the values placed on same are fair and 
equitable, and that the Company will at least realize the values 
placed thereon.” 


SOUTHLAND LIFE INSURANCE COMPANY, 
DALLAS, TEXAS 


Report of Examination Reviewed 
The Southland Life was examined (Convention) as of December 
31, 1928 by the Insurance Departments of Indiana, Minnesota and 
Texas, the report being dated July 6, 1929. The financial statement 
as of the date of examination, prepared by the examiners, is 


changed somewhat from that filed by the company with the 
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Insurance Departments and published by us in our 1929 Life 
volume, as follows: 
Examiners Best's 
Report Report 
Admitted assets ..... ceeees ee eecceceees $14,991,169 $15,353,772 
Net reserve ....cccccccnsces seeeeeeeces 13,269,673 13,319,673 
PORTPOED cccccccccedes peccccccccccecese 515,067 684,525 
Income ....... eee eececreseresesesssese 4,079,202 1,077,488 
DisburseMentS ....seeececseceeseces eeeee 2,624,711 2,622,998 


* The unassigned i ge reported by the company and published 
by us amounted to $484,525 but the company also carried a specig) 
contingency fund of $200,000 which was eliminated by the examiners 


This fund was considered by us to be a surplus item and we 
gave the company credit for it as such in our Life Volume 
It will be noticed from the extracts taken from the examiners 
report which follow that through various readjustments the ex. 
aminers decreased the company’s surplus $338,275 and increased jt 
$368,817. The readjustments were brought = about largely 
through the valuation of the company’s Home Office Build. 
ing which has been carried at $1,250,000, against which the company 
had set up a depreciation account of $200,000. The examiners 
decided that the present approximate worth of the building jg 
$1,000,000 and by utilizing the company's $200,000 special deprecia. 
tion fund and another $50,000 contingency reserve fund, the valve 
of the building could be reduced to that amount. These read. 
justments result in an actual increase in the company’s unassigned 
surplus of $30,542. Full details regarding the readjustments 
made by the examiners are given in the following quoted com- 
ments of the report. 


Home Office Building 

“The 10 story Home Office Building, which is located on a lot 
70 x 100 at the southwest corner of Commerce and Browder Streets 
in Dallas, Texas was built in 1917. The total cost of the building 
including the lot amounts to $732,586.76 as is reflected in the book 
value. On the basis of appraisements made for the Department 
of Insurance of Texas in 1921 and 1924 by a special committee and 
by the Dallas Real Estate Board, respectively, the Company has 
carried the building in its assets at a valuation of $1,250,000, against 
which has been set up a depreciation account of $200,000. Although 
there can be no doubt but that the earning capacity of the build. 
ing is steadily declining, as evidenced from the schedule below, 
your examiners refrained at this time from having a new appraise 
ment made, which could not have served any good purpose. We 
believe, however, that by using the Company's $200,000 Special 
Depreciation Fund and another $50,000 Contingent Reserve as a 
direct offset against this asset, the building thus carried at a valua 
tion of $1,000,000 in the financial statement as prepared by your 
examiners represents its present approximate worth. It is recom- 
mended that the item of $267,413.24 “Market Value over Book Value 
of Home Office Building’ be brought into the Ledger account of 
“Home Office Building” and that for the year 1929 and annually 
thereafter a depreciation charge of $25,000 be run through the 
books at least until such time that the Home Office Building will 
be carried not in excess of cost. 


Income and Disbursements 
Home Office Building 











Income 
All other tenants ....... $51,522.73 $43,404.67 $48,236.85 
Southland Life .......... 32,412.00 46,052.00 39,922.00 
$83,934.73 $89,456.67 SSS, 158.55 

Disbursements 
Repairs & expenses ...... $29,550.64 $38,820.76 $37,230.87 
ee {iA Cec cn denls chin 11,830.84 12,241.28 12,728.11 
$41,381.48 $51,071.04 $49,958.98 
Sees > SEED vveceeus $42,553.25 $38,385.63 $38,199.87 
Percentage earned on 

$1,000,000 valuation 4.3% 3.8% 3.8% 


“In considering the foregoing calculation of revenue return on the 
Home Office Building over a period of the last three years, it 
must be borne in mind that practically the entire amount of State, 
County and City taxes paid by the Southland Life Insurance are 
charged against the building through the manner of rendition. If 
for the sake of argument the Company had no real estate holdings 
of any description, the State, County and City taxes would have 
approximately remained unchanged, but the charge would then lie 
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against mortgage loans, bonds and stocks or whatever taxable | 


assets the Company may possess. 


A re-distribution of total State, 


County and City taxes paid during any of the three years, if 
prorated over the Company’s taxable assets, would materially in- 


crease the percentage income of the Home Office Building. 


Other Real Estate Owned 


“The Company’s Real Estate holdings other than Home Office 
Building consisted of 19 separate parcels, which aggregated $438,- 


756.14 at book value, exclusive of 


liens 


against these properties 


totalling $33,150.00. The following schedule details these parcels 
of real estate and specifies the market value at which they were 
accepted by your examiners in the financial statement. 
sary papers and documents evidencing the Company’s clear title 
to these properties, subject only to the liens as above mentioned, 


were found in the files. 


Description of Property 
115.48 acres Cameron Co., Texas 
9 320 acres Deaf Smith Co., Tex. 
9241.5 acres Ellis Co., Texas 
4 Granada Place, Dallas, Taxas, 

DR henees ae ee wes ts Koeeeude 
5960 acres Hale Co., Tex. 
§é House 3412 Cornell St., Dallas, 

Texas 
7 81 acres Hopkins Co., Tex. 

§ 90 acres Hopkins Co., Tex. 
9 150 acres Kaufman Co., Tex. 
10 20 acres & Residence Johnston 

Co., OklANOMA ....ccccccscsess 
11 990 acres Johnston Co., Okla. 


“ee eee 


“ese eevneeeeneeneeneneeeneneneneenee 


12 2-story Brick Apt., Dallas, Tax.. 


13 82% acres Rains Co., Tex. 

14 105% acres Rains Co., Tex. 

15 617/10 acres Rains Co., Tex. 

16 Lot 150 x 70 Ross & Magnolia 
Denn ERT We  doccb de decctde 

17 Lot 7 Blk E San Jacinto Lawn, 
Pe Unt eeéedencvcaceees 


Book 

Value 
$2,508.14 
10,445.40 


32,205.61 


49,169.15 
83,895.07 


23,517.21 
3,563.36 
2. 280.57 


24,334.41 


5,000.00 
16,925.40 
122,680.36 
1,210.49 
3,145.74 


1,572.56 
39,120.42 


7,500.00 


Market 
Value 
$1,500.00 

8,000.00 
25,612.50 


45,000.00 
83,895.07 


17,500.00 
1,620.00 
1,800.00 

20,250.00 


5,000.00 
16,925.40 
90,000.00 

1,210.49 

3,145.74 


1,572.56 
39,120.42 


All neces- 


Liens 


$28,750.00 


4,400.00 | 


18 Lot 6 Blk A San Jacinto Lawn, 


Dallas, Tex. 
19 150 acres Van Zandt Co., Tex.. 


Less Incumbrances 


»+++ $33,150.00 


5,150.00 


4,523.25 


5,150.00 
4,523.25 


$438,756.14 $371,825.43 $33,150.00 
$33,150.00 


$405,606.14 $338,675.43 








“Although your examiners have not made specific appraisements 
of these properties sufficient information was gathered from the 
files, in discussion, and by comparison to justify the market values 
as set, with the exception as to the value of the 960 acres in Hale 


County, which was accepted at the book value of $83,895.07. 


The 


basis of our action in this instance is predicated on the Company’s 
sale in 1928 of 320 acres out of the same tract of land but less de- 
sirably located for a consideration of $29,100 and now shown on the 
books of the Company under ‘purchase money notes’ at that amount. 
If this sale fails to stand up or if the purchaser should be unable 
to gain a more or less substantial equity in this half section of land 
during the next two years, then it is our recommendation that an- 
nual depreciation charges of not less than $15,000 be made until 
these two sections of land are carried upon the books not in excess 
of $50.00 per share. 

“The apparent loss being the difference between book and market 
values of this asset or $66,930.71, which has been charged off as 


non-admitted, 


was in fact 


former management. 


c..0.lU 


Oklahoma 
Arkansas 


sustained many 


years ago under the 


Mortgage Loans 

“The Company’s mortgage loans, all of which were found to be 
first liens totaled $7,378,330.48 on December 31, 1928 classified by 
states as follows: 


eee eeeveneeene 





No. of Loans Amount 
1070 $7 ,292,014.24 
6 83,716.24 
1 2,600.00 
1077 $7,378,330.48 


Continued on next page 




















420 South 7th Street 


It carries 6 keys. 


Send 50¢ for sample—stamps or money 


Write for quantity quotations 
with your advertisement in gold 


ESTABLISHED 1900 


Minneapolis. Minn. 


KeyYVENIENT? 


Here’s the handiest little key carrier you ever saw. 
Three are held by post binders on 
each end with a button snap in the center to prevent 
jangling and pocket wear. Made from handsome 


genuine pebble grain black and brown cowhide. 
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SOUTHLAND LIFE INSURANCE COMPAN Y—Continued 

“Approximately 30% of the loans are secured by farms or ranches, 
the balance being made on city and town properties. About $2,000,- 
000 have been loaned on real estate in Hidalgo and Cameron Coun- 
ties, Texas or what is known as the lower Rio Grande Valley, about 
$2,500,000 in the City of Dallas, while the balance of the loans is 
fairly well distributed throughout 70 counties. 

“During the first five months of 1929 the Company foreclosed on 
four loans in the amount of $27,870.40 and commenced foreclosure 
proceedings on two others in the amount of $5,075.00. One apart- 
ment located in the City of Dallas acquired in this manner has 
since been sold at a loss of approximately $3,700.00 on account of 
deterioration. Your examiners are inclined to believe that a care- 
ful inspection of the building at the time of the loan was made 
would have disclosed the condition of the property and prevented 
the loss. The values of the other properties acquired through fore 
closure in 1929 appear to be sufficient to allow the Company to dis- 
pose of same without loss. 

“There has been deducted as a non-admitted asset $40,793.15 which 
amount represents various items in loans primarily made to em- 
ployees of the Company in excess of the 50% loan limitation pro- 
vision as prescribed by the statutes of the State of Texas and also 
includes the loss on the sale of the apartment building referred to 
heretofore and an excess of $9,225.26 on a mortgage loan in Osfuskee 
County, Oklahoma. On this loan the Company was obliged to pay 
taxes in the amount of $10,924.20, which together with past due 
interest increased the investment to $41,725.26 on a present value of 
the mortgaged property of approximately $65,000. The Company 
holds a chattel mortgage of $16,000 payable July 15, 1929 and expects 
to collect a sufficient amount then, which will materially reduce 
the loan. 

“It was found that during 1923, 1924 and 1925, which was the 
peak of high prices of real estate in Dallas, the Company had made 
some full 509% loans on the basis of appraisals at the highest pos- 
sible values. Your examiners had inspections made of some of these 
loans and it was found that in some instances the loans are now 
running on a margin of 30% only on the basis of present values of 
these properties. However, a very close watch is being exercised 
over these loans, granting renewals only if notes, providing for sub- 
stantial annual instalment payments on the original amount, are 
signed by the borrower. 

“The efficient functioning of the present Mortgage Loan Depart- 
ment is evidenced in the excellent order in which all papers pertain- 
ing to the loans were found and in the conservation used in the 
making of loans at the present time. 

“The past due and accrued interest of $34,310.13 and $162,209.69 
on mortgage loans as carried in the Company's annual statement 
was verified. 
cipal exceeded 509 of the value of the mortgaged property is in- 
cluded in the item of $40,793.15, which as heretofore stated was 
charged off as a non-admitted asset. , 


Any past due interest which together with the prin- 


Collateral Loans 
“The collateral loans of the Company aggregating $154,458.84 on 
December 31, 1928, were verified by your examiners as detailed in 
the schedule below : 


Collateral Loans 

Amount 

No. Description of Security of Loan 
1 Vendor's lien notes secured by $3640 7/12 acres 
SED Mine Ts. ntathtis cbt odd buGas ide 6udeabuieeen 

2 3734 shares Central States Life Ins. Co., St. Louis, 
Mo.—par value per share $5.00 ...............e06:. 


$20,000.00 


34,133.00 


3 700 shares Central States Life Ins. Co., St. Louis, 

Mo.—par value per share $5.00 ............ee0ee8. 10,325.00 
4 Vendor’s lien notes secured by 3 residences in 

Ph nn (den bane ote eaeeeedec nds baeenhidee ces 11,000.00 
5 Vendor's lien notes secured by 70.93 acres Cameron 

Cir in Ji och eibiets ocinctkek eguibe ob osaién boeéedabhions 3,222.84 
6 1850 shares Rep. Nat'l Bank, Dallas, Tex.-—par 

FR OOP OT TE oe 50,000.00 





—— 





C0000ebeneee 
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NAMES - - - 
Worth $2.82 Each 


Nearly two hundred thousand names 
were circularized under Fidelity’s lead 
service plan during the past year. 

The average premium value of each 
name proved to be $2.82. 

Fidelity’s lead service has been in suc- 
cessfull operation for nearly fifteen years 
and has aftorded Fidelity agents an easier 
and more resultful selling program. 


More than $400,000,000 insurance in 
force. Contracts available in thirty-nine 
States. 


Write for booklet, ““What’s Ahead?” 


he FIDELITY MUTUAL LIFE 
INSURANCE COMPANY 
PHILADELPHIA 


WALTER LEMAR TALBOT. President 











LS ed 


7 Vendor's lien notes secured by 12.78 acres Hidalgo 
kh eo Ua cbcebanhbineees 0635 0008 0060660 bS CS Coe 3,27 
8 Vendor's lien notes secured by 10 acres Hidalgo 
Ce., Ws “de sadd bad acd s bsbdanddasddeBoadoocoecccese 


sth) 
o* ’ 
2 500.0 


$14.455.s 


“Loan Nos. 1, 4, 5, 7 and 8 being secured by Vendor's lien notes 
which in turn are secured by farms are satisfactory as to value 
and need no further comment. 


“Loan Nos. 2 and 3 in the aggregate amount of $64,458.00 made to 
J. A. MeVoy and George Graham and secured by 4434 shares of the 
Central States Life Insurance Company, of St. Louis, Missouri must 
be considered to constitute an acceptable investment of the surplus 
funds of a Texas life insurance company on the basis of an opinio 
of the Attorney General’s Department of this State. The opinion 
is predicated upon the provisions of Article 4706, R. S., 1925, whieh 
specifies that the surplus funds of an insurance company may & 
invested in or loaned upon the pledge of *** stocks, bonds or other 
evidence of indebtedness of any solvent dividend paying corporation 
The annual statement of the Central States Life Insurance Com 
pany as of December 31, 1928 shows it to have a capital stock @ 
$400,000, a surplus of $272,884 and insurance in force of $96,575.28 
The amount loaned per share $5.00 par value with a book value @ 
about $8.40 is practically $15.00. The life insurance investment laws 
of the State of Texas were amended this year prohibiting invest 
ments of this character in the future but permitting companies & 
carry such loans in their assets until finally paid. As your exam 
iners have never seen the assets and liabilities of this life insuranee 
Company, no statement is here ventured as to the market value @ 
the stock beyond that which is automatically indicated in the cap 


ital stock, surplus and insurance in force, all of which data are 


indirectly procured from the Company's own records. However 


since the investment is disqualified under present Texas life insur 
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SPECIALISTS — INSURANCE PROFESSIONS 
ACTUARIES 
MISSOURI 


ILLINOIS 


OMAHA 














| CONSERVATION SPECIALISTS 


| THE OTIS HANN CO., INC. 


10 So. LA SALLE STREET 
CHICAGO, ILL. 





ALEXANDER C. GOOD, 


Kansas Crry, Missouri 


HAIGHT, DAVIS & HAIGHT, Inc. 
Consulting Actuaries 























Consulting Actuary, Frank J. Haight, President 
404 R. A. Long Building, Diecemnenninen 
Kansas City OMAHA 
NEW YORK OKLAHOMA 











DONALD F. CAMPBELL 


CONSULTING ACTUARY 


160 NORTH LA SALLE STREET 
CHICAGO, ILL. 


TELEPHONE, STATE 7296 








Miles M. Dawson & Son 


Consulting Actuaries 
Auditors and Accountants 


36 WEST 44th STREET 
NEW YORK CITY = «ts 


T. J. McComb John D. McComb 
T. of. McComb, Assistant Actuary 
McCOMB & McCOMB 
The Law of Insurance a Specialty 

f Consulting Actuaries 


7 Colcord Bldg. OKLAHOMA Clty 

















IOWA 





PENNSYLVANIA 








ERSTON L. MARSHALL 
Consulting Actuary 
919 Hubbell Building 


DES MOINES, IOWA New York City 





FACKLER & BREIBY 
CONSULTING ACTUARIES 
25 Church Street 





FRANK M. SPEAKMAN 
Consulting Actuary 


Associates 
Fred E. Swartz, C. P. A. 
W._L. Clayton 
E. P. Higgins 


~ N. ¥. The Bourse 


PHILADELPHIA 


























Harwood E. Ryan 
Richard Fondiller 
Jonathan G. Sharp 





WOODWARD, FONDILLER anp RYAN 


CONSULTING ACTUARIES 
INSURANCE ACCOUNTANTS 


75 Fulton St. 
New Yor«k 











ance laws, it is recommended that payment be insisted upon at its 
due date, July 20, 1930. 

“All comments made with reference to the loans on the stock of 
the Central States Life Insurance Company are equally true of loan 
No. 6 of $50,000 secured by 1850 shares of the Republic National 
Bank and Trust Company, Dallas, Texas, excepting that the stock 
has a very definite market value of $60.00 per share leaving the 
loan amply secured. 


Bonds and Stocks 
“The bond and stock holdings of $392,975.15 and $5,045.00 at book 
value were found in the possession of the Company or were other- 
wise satisfactorily accounted for, as shown in the following sched- 
nile : 








Bonds 

Book Par Market 

Description Value Value Value 
Ist Liberty Loan Bonds 3%%.. $250.00 $250.00 $240.00 
4th Liberty Loan Bonds 44%%.. 282,800.15 282,800.00 279,972.00 
U. S. Treas. Certfs. 444%...... 29,925.00 30,000.00 32,100.00 
Dallas Joint Stock Land Bk. 5% 50,000.00 50,000.00 50,000.00 

Hidalgo, Cameron Counties Water 

Impvt, District/6% .......... 30,000.00 30,000.00 30,000.00 
WES Aeeadicncdaccusence ci $392,975.15 $393,050.00 $392,312.00 





“The market value of these bonds has been established from the 
book of valuation of securities as issued by the National Convention 
of Insurance Commissioners or if not listed in said book New York 
Exchange or New York “over the counter” quotations were taken. 
The difference between the book and market values thus established 
and amounting to $663.15 has been charged off as a non-admitted 
asset. 


Stocks 
Book Par Market 
Description Value Value Value 
3 shares Agricultural Live Stock 
Finance Corp., Ft. Worth, Tex. $300.00 See. wkaveken 


919 shares Northwest'n Nat. Life 








Ins. Co., Minneapolis, Minn... 4,595.00 4,595.00 $4,595.00 
Flood Credit Corporation ...... 150.00 EE Ee 
EE. Sedkncds aheuanh Weak chee’ $5,045.00 $5,045.00 $4,595.00 


“Following the Company's practice the two small holdings in 
stocks of the Agricultural Life Stock Finance Corporation and of 
the Flood Credit Corporation has been charged off as non-admitted, 
while the stock in the Northwestern National Life Insurance has 
been brought into the financial statement at par, although its 
market is considerably in excess of this figure. 


Continued on page 525 
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No Superlatives Here— 


Just “A GOOD COMPANY” 


Among policyholders, and among men in the 
field, Central Life strives steadfastly to main- 
tain its reputation as “A Good Company.” 


First-class service to policyholders, up-to-date 
contracts, close co-operation between home office 
and field force, and sound management safe- 
guarding assets and reserves, are factors respon- 
sible for the steady growth of this company. 


In its thirty-fourth year, operating in 24 states, 
Central Life has nearly $2G@0,000,000.00 insur- 
ance in force, secured entirely through its own 
efforts, and is a purely mutual company. 


Central Life 


Assurance Society 
(M AL) 
T. C. DENNY, President 
DES MOINES IOWA 
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| A Company is no 
better than the men 
composing it! 

In this company, personality has not been sub- 
merged in a mass production age. Individuals, 


representatives, policyholders, all remark on the 
friendly helpful spirit always manifest. 


No wonder the company has created and 
leaves a good impression upon the people who 
come to know it. Truly a good company com- 
posed of men with a spirit of real cooperation. 


If you want to know how we help our men or 
are interested in learning about our organization, 
just write us. 


GUARANTY LIFE 
INSURANCE COMPANY 


KAHL BUILDING DAVENPORT, Iowa 


L. J. Dougherty, Vice President & Manager 
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Our vast Experience enables us to offer you many ideas 
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SOUTHLAND LIFE INSURANCE COMPANY—Continued 


Policy Reserve 

“In the valuation of its insurance the Company employes the 
American Experience 3% Reserves, one year preliminary term, modi- 
fed on the basis of the twenty payment life, except that all term 
insurance is valued by the net level premium method. 

“In the determination of the policy reserve as of December 31, 
1928, group schedules prepared by the Company were used, after 
satisfactory tests were applied to establish the accuracy of such 
schedules and the correctness of the actuarial data punched on the 
Hollerith cards, which system is used by the Company in the com- 
putation of the reserve liability. In the preparation of these 
schedules the Company secured an internal check on the mean re- 
serves punched on individual cards by taking off the reserves for 
each age group by both the seriatim and group methods. : 

“The reserve liability carried into the financial statement in this 
report is as follows : 


Insurance in Force and Reserve 











Amt. of Ins. Reserve 

Direct business ........... $114,457,561 $12,855,618 
From Reinsureds .......... 16,620,177 267,216 
Oy TUE decctecs .§.  # ‘sb0eedi 8,627 
Return Premiums ......... 47,984 1,226 
Loan Imsurance ......+ss+- 2.886 18 
GRURORS wcccccccscesesccsss = 2 2—«-—s_—s=—is ences 243,654 
i Mi: ..ce5, #8=€©=— lle eeeeeee 100,007 

TD ccdecdeeseédcveces $131,128,608 $13,476,366 
REINSUTANCE ..cecccseseeces 18,114,874 206,693 

Met Tetms ceccccevecces $113,013,734 $13,269,673 


“Of the total gross amount of insurance in force $88,312,560 is 
issued on the life plan, $17,089,280 on the endowment plan, and the 
balance is term insurance, no group insurance having been issued 
by the Company to date excepting one contract on its home office 
employees. 

“The records maintained to keep account of policy coupons left 
with the Company to accumulate at interest are entirely adequate 
and furnish ready access to and proof of the amount of such funds. 


“The survivorship fund item in the above schedule is the lia- 
bility in connection with a few policies issued in early years by the 
Sam Houston Life Insurance Company and subsequently assumed 
by the Southland Life Insurance Company, wherein a fund was 
created by setting aside $1.00 for certain issues and $2.00 for others 
out of renewal premiums and accumulating such amounts at inter- 
est as a fund to be prorated among the survivors. 


“The extra reserve in connection with substandard risks repre- 
sents the accumulation since 1921 of the full amount of the extra 
renewal premiums collected and one-half of the first year’s extra 
premiums. Prior to 1921 any substandard risks taken were rated 
up in age, the policy values and reserves following the rated up age. 


“The insurance account or exhibit of policies is kept up currently, 
furnishing a control over all policy changes and providing the 
necessary connecting link between the premiums and the actuarial 
divisions. 

“The Company's practice of computing the extra reserves for dis- 
ability benefits on active lives has been by a cumulative method, 
by which all the renewal premiums and one-half of the first year’s 
premiums of the current year for such benefits have been added to 
the pertinent reserve of the previous year, without deductions of 
any character. This method has been followed consistently since 
the time when the Company began the issuance of any substantial 
amount of this form of insurance. Therefore, the Company's net 
reserve of $285,765.00 as shown in its financial statement, as of 
December 31, 1928, includes all renewal premiums received for these 
benefits, less the reinsurance premiums paid and one-half of first 
year's premiums without deduction for the insurance terminated 
during the period of accumulation. As the Company has always 
collected well loaded premiums based upon Hunter's Disability 
tables, it is obvious that this reserve resulting from an accumulation 
of gross premiums is considerably in excess of the corresponding 


mean reserves based ppon net premiums on disability benefit pro- 


visions in force. : 
“An accurate disability reserve calculation has recently been made 


by the Company as of December 31, 1928 based on Hunter’s 3% 


. Table of active lives, verified by your examiners, showing this re- 


serve to be only $92,833.29 without any deduction for reinsurance. 
As we have attempted to bring the assets of the Company down to 


' a conservative basis, which will practically preclude the possibility 
_ of a loss in the sale or disposition of its real estate holdings or 
other assets, it appeared not but proper that the loss in surplus 
thus sustained be counter balanced by a release of evident excess 


liabilities. Knowing it to be the opinion of all actuaries in the 


country that Hunter’s Table is inadequate, but believing that its 
| reconstruction as now in preparation will not provide for reserves 


in excess of twice the present reserves, we have set up this liability 
at double the amount ascertained under actual calculations or $185,- 
666.58 thus releasing to surplus the difference between that amount 
and $285,765.00 or $100,098.42. 

“The extra reserves for accidental death benefits consist of the 
full amount of the first year’s premiums of the year, less reinsurance 
and one-half of the renewal premiums of the year, less reinsurance 


| together with an additional contingency reserve of $10,000.00. 


Surplus Verification 
“The following schedule shows the changes made by your exam- 
iners in relation to the financial statement as filed by the Company 


- as of December 31, 1928: 














fe SUPrPpiUusS » 

Decrease Increas 

' Home Office Bldg.—Market Value ..... S350,600.00 = § = cccccces 
Other Real Estate—Market Value ..... Se -- ) -exeeeces 
Mortgage Loans—50% Valuation ...... _ | ess yo 
| Bonds—Market Value ..........eeeeees Gee  earwos ee 
Bank Balance—disputed .............. SG *-) 5 watseeds 
DG ED - cecnccccévcescceccoses Lae... weendebs 
Pe SE Se eUbedéido cc ceceeneeces $50,000.00 
ES eee 100,098.42 
Death Losses incurred not reported ... = ........ 8,719.00 
Contingent fund—eliminated .......... «= seneeeee 200,000.00 
I NEN no hous ccna hasingdséae bbieeaies Oe Seaetine 
Agency convention expense .........22. «se veeees 10,000.00 
ED > vin ddblideo0k00esceeéditotivacées $338,275.00 $368,817.42 

ete: SD. ac abeccdesacnestescocos ‘ini Saas ——S:«CM Sw SG ee 
$368,817.42 $368,817.42 

Examiners’ Surplus Dec. 31, 1928.............eeeeeees $515,067.06 
Company’s Surplus Dec. 31, 19028... ...cccccccccccccecs 484,524.64 
Surplus Increased by Examiners ................. $30,542.42 








| 


General 

“Having completed a careful and thorough examination, we are 
pleased to conclude the report with the statement that the Com- 
pany is in good financial condition having an unimpaired Capital of 
$500,000.00, a free Surplus over all liabilities of $515,067.06 and 
Admitted Assets of almost $15,000,000.00. The Company’s policy 
contracts are liberal to the insured and conform in all respects to 
modern life insurance practices; its underwriting policy is sound 
and conservative so that with the aggressive and capable manage- 


| ment, which is awake to its responsibilities in the handling of trust 


| 


funds, the Company’s future success should be assured.” 


UNION LIFE INSURANCE COMPANY, 
LITTLE ROCK, ARK. 


Re Capital Increase 
This company, which recently moved its office from Rogers, Ark., 
has increased its authorized capital to $1,000,000. Up to this time 
none of the stock has been offered and the company has not made 
any plans for its sale. 
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New Premium Rates) .........cccccccccece 
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Federal Life Insurance com ony, ease Ill. 
(To Increase Capital to $500,000) .......... 
Federal Reserve Life Ins. Co., "Teaniss City, 
Kans. (See Farmers National L 
ne momen a Contract Between. Farmers 
REBOERED coweccccccccceseessoececesdvessocsocs 
(Dividend Scale Effective January 1, 1929).. 
(Official Changes) .......ceccccccccccceseccss 
a aan Goumpania de Seguros, Manila, P. I. 
( tor iii bh ded cb bnseeeasboooeneensees 
First National Life Ins. Co., Troy, Alabama 
(To Increase Ta BOOCK) cccccccccccesse ; 
(Increases Capi 
First National 
Mo. ({ American Savings Life) 
(Present Officers) 
First Texas Prudential Ins. 
Tex. (Correction Notice) 
Fort Dearborn Life Insurance Co., Chicago, 
EER. CH UOS CRAFSSE) .ccccccccccccccccesccccess 
Franklin Life Insurance Company, 
eld, Ill. (Increases Capital) 
ht Service Insurance Co., Minneapolis, 
- — (Changes Title to vanaam Life Ins. 
De seddebedeobeccevecesedoocoeecoessoecesooes 
George Washington Life ins. Co., Charleston, 
W. Va. (New Annual Premium Rates) boscee 
(Dividend Scale) 
Girard Life Insurance omnpeny. Philadelphia, 


Co., Omaha, 
Company) 

Assurance Corp., Baltimore, 
SUeT (IPED co ceccececcensecceecse dees 


(Forms 





ide Sanusancs Oo, We sels 


tia’ Tus. Go.,” Galveston, 


A (New Preferred isk Whole Life 
BROW) ccccccccccccccscccccereccecesccceceees 
Globe Lite Insurance Company, 1 tp Ill. 
(See Editorial in Feb. 1, 1920 issue.)........ 
Globe Life Insurance Co., Omaha, Neb. (Su- 
preme Court Decision Recalled) .........+..-. 
(Re-Hearing Refused) ...........sececeeeees 
Golden Rule Life Ins. Co., Little Rock, Ark. 
(Title Changed from State Mutual) ........ 


Grange Life Insurance Co., Lansing, 
(Increases “pe by Stock Dividend) 
(To Merge with Ohio National Life) 
(Sale to Ohio National Disapproved) 

Great States Life Insurance Co., Bloomington, 
Ill. (To Discontinue Stock with Policy).. 

Guarantee Fund Life Assn., Omaha, Neb. 
a Converted to American 34%% 

BIG) ccccccccscccccccccccccecctecesccccceese 

Guaranty Income Life Ins. Co.., Baton Rouge, 
La. Full Information) ........seeeeeeeees 

Guaranty Life Insurance Co., New York, N. Y. 
(Being Organiz 
(Additional Sadormation} 

Guardian Life Ins. Co., New York City........ 
(New Term Rates) 
(June was Policyholders’ Non-Medical Month) 

Gulf States Life Insurance Co., Jackson, Miss. 
(Being Organized) .......cececceececcecceees 
(Correction Notice) 
(Further Details Regarding Reinsurance).. 

Gulf States Life Insurance Company, Dallas, 
Tex. (To Take Over Gulf States Mutual 


“ee ee eeeewevreeeeeeeeeeeeeee 


**e#eeeveeeeeeeeeeeeeeeereeee 
e*eeeeeeeweeeeeeeeeeeeeeeee 


) 
(Further Details "Re Reinsurance) TTI TTC. 
Gulf States Mutual Life Ins. Co., Dallas, Tex. 
(Report of Examination) .........6sseeesees 
(See Gulf States Life ........cececcccecees 
Hamilton ag Life Ins. Co., Los Angeles, 
Cal. a PRMORT) cocccccccccccvscccocce 
(Additional Information) 
Hartford Life Insurance Company, — ~~ wee 
Conn. (Latest Report of SORE)» 


(Insurance in Force Decreasing) ........... 
Hawkeye Life Ins. Co.. Des Moines, Ia. (Officers 
and Directors) ..... Glin cmutibdecsedeees ceneeeds 
CTIVIGOMES) «ccc ccccccccecccccccevicsscccess 


Home Life Insurance Company, 


Little Rock, 
Ark. (Control Purchas by & 


Caldwell 


COMPANY) oc ccccccvcccesescccsccssevesesesess 
Home Life Ins. Co., New York, N. Y. (1929 
DAVEGORGS) ccccccccccdcccctcccvccccesccsceces 
Home State Life Ins. Co., Oklahoma City, Okla. 
(Being Organized) ......-cccecseccccsccceces 
(Receives Licemse) .....-ceccccccecscnevcees 
Home State Savings Life Ins. Co., Springfield, 
Till. (Receives License) ..........eeeeeeeees 


Illinois Bankers Life Association, Monmouth, 
Ill. (To Become Legal Reserve Company) 
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National Life & Accident Ins. Co., Nashville, 
Tenn. (Report of Examination Favorable) .. 
I 6 a on we a nae 

National Life Association, Des Moines, Iowa 
Goes on Legal Reserve Basis and Changes 

itle to National Life Company)............ 

National Life Company, Des Moines, Iowa. 
SI: UN Sk ee ce en 

National Life Ins. Co. of the re S. A., Chicago, 
TE. (Comtrol CRAMMOS) cccccccccccccscccccces 

National Life Ins. Co., Montpelier, Vt. 

(An Extra Dividend for ate eceececescers 
Netional Savings Life Ins. Co., Wichita, Kan. 
(Report of Examination) ................... 
(Policy Changes as of January Iist)........ 

(Applies for Missouri Charter) ............ 
National Thrift Assurance Company, Omaha, 

Neb.. (Complete Report) ......cccccsccccecs 
New York Life Ins. Co., New York City 





(Mortgage Loans $100,000,000 in 1928)...... 
ND SI ia. nn nd nome camenne 
(Increases Extra 15th Year Dividend)....... 
ee wemeee 
ee Gl ne esecece 

(New York Life ttles as an Endowment) 
(Coolidge on ency Committee) ......... 2° 
(Settlement of Py a DT atenkecosoese 


i Se ae cee ascas 
(Changes Sin ngle Premium Commissions) .. 


ey, VD. ccsevebéadndessccicere 
(Executive Appointments) ................. 
North American Life Assur. Co., Toronto, Ont. 
TaD. eID an0 ncnccennneeeteese cass 
Northeastern Life Ins. Co., Newark, N. J. 
(Final Approval of Merger Received) ....... 


Northern Life Insurance Co., Seattle, Wash. 
(Report of Examination Favorable) jaan dete 
Northern States Life Ins. Co... Hammond, Ind. 
CR CD: coi 4c to. nec eees 
(Purchases Control of Kansas Life) ........ 
Northwestern Life & Accident Company, Seat- 
tle, Wash. (Examination Report) ........ 
Northwestern Life Insurance Co., Omaha, 
Neb. (Purchases Prairie Life Ins. » < ee 
Northwestern Mutual Life Ins. Co., Milwaukee, 
Wis. (1920 Dividend Scale) .......cccccccces 
(Report of Examining Committee of Policy- 
jj.) ihe. ann on ned se seh eenoanesaee 
Se Gn TD ‘ccc cegcedeo6soeceveansbe 
(Dn ae eneeeobanet 
et ne hb eeesonnuann 
Northwestern Nat’! Life Ins. Co.. Minneapolis 
inn. 
(November Production) .............seseee8. 
(Rates for Aviation Hazards) .........ss.s.s:. 
Sy 5k on oo n6ebceceesecses 
(Production Ay eee 4 38 0so0000e6Seeoueeseod . 
(Production Figures) ......ccccccccccessesess 
(New Business 19% Ahead) cadminaweewe eds 
Production Figures) ..........seseeesseecees 
(Production Figures) ...csccccccscssccccveces 
nh: nn -<aeeus ebebeceeeeee cee é 


Occidental Life Insurance Co.. Los Angeles, Cal. 
(Reinsures Yellowstone Mut. Dt? cwpesraien 
Occidental Life Insurance Co., Raleigh, N.C. 
(New Directors een ane diidakhebbibade 
Ohio National Life Ins. Co., Cincinnati, Ohio 
(Increases Capital Stock) .............eeees. 
Pt ED .ccccceseccosvooosocoesetie 
Oklahoma Southern Life Ins. Co., Oklahoma 
Citv. Okla. (Incorporated) ...........se..0. 
Old Colony Life Insurance Co.. Chicago, Il. 
(New Proposition for Purchase) ............ 
(No Late Developments) .............seeeee8. 
(Report of Examination Reviewed).......... 
(Company’s AMSWET) ......ccccceccecseccess 
(Appraisal of Holdings) ..............es+s6. 
CREED BOOUERGED cowccodepoccccscccces ccs 
a —— 8 Developments Regarding Flor- 
DET (ob icheee base ouedeeenecs pecséves 
(Master Orin Company Solvent) ........... 
(Court Dissolves Injunction) .............. 
Old Line Life Insurance Company. Milwaukee. 
Wis. ‘Stock Dividend of $328.000 Declared). 
ES | EP CS SRI RE £ AES PER 
Old Line National Life Company, Denver, 
Colo. (Incorporated) ........eecccccceeeeces 
Ontario Equitable Life & Accident Ins. Co., 
Waterloo, Ont. (Purchases the Equity Life 
OF SRORSS) sedocdccsocnccdecstesecocecoesevese 
Pt SED ~ coco pevenryecroveecdevéee 
De MD .. sstcecesecesedsedocedsesoone 
(Offers Free Medical Examination) ........ 
(New Business Figures for 1929) .......... 
Oregon Life Insurance Co., Portland, Ore. 
(Extra Dividend of 20%) .......cseeescccees 
(Two New Officers Elected) ............6005: 
(Considers Mutual Plan) ..............seee> 
PP IOE.. -~conachbhbisned gus Je 0 cess 0 eese cove 
(Now Oregon Mutual Life) ................. 


Pacific Mut. Life Ins. Co.. Los Angeles, Cai. 
(Increases Non-Cancellable Rate) .......... 
(1929 Dividend Scale) .........cecccccescees 








TH >. 64 Ou 


Moines, Iowa. (Repo 
ed 








(To Increase Capital Stock) ............. eee 
(New Policy FOrms) ...cccocscccccccccccccses 
(Recent Agency Changes) ...........0.55. 
(Capital Increase Approved) ............... 
Pacific National Life Insurance Co., Salt Lake 
City, Utah. (Receives License) ............ 
(Report of Examination Favorable) ........ 
Pacific Northwest Life Insurance Co., Great 
Falls, Mont. (Being Organized) ........... 
Pan American Life Insurance Co.. New 
Orieans, La. (Ratings for Aviation Hazard) 
(Discontinues Accident and Health Business) 
, SD - non an on 0 cans ceees 00a 
Report of Examination) ...........esss«5: 
Paramount Life Company, Denver, Colo. (Re- 
fused Permit by Nebraska) ............«+.+: 
Peoples Life Insurance Co., Chicago, Ill. (Two 
BOO TOGIRE TWOUCIOS) ccccccccccccccccccccsss 
Peoria Life Insurance Company, Peoria, Il. 
(Report of Examination) ................... 
Philadelphia Life Ins. Co., Philadelphia, Pa. 
(Capital Stock Increase) ............cccecees 
(New Rates and Dividends)................. 
Phoenix Mutual Life Ins. Co., Hartford, Conn. 
(Increased Dividend Scale Effective July 1, 


1929) 
Physicians Life Ins. Co.. Little Rock, Ark. 


(Information Not Furnished Us) .......... 
Pilot Life Insurance Co., Greensboro, N. C. 
(New Pilot “59” Policy ) ab eaban bane bs bbnnee 
(D. I. Clause for Industriai Policies) ...... 
SD. (2 4 vb ne aig ono a og hbbéedn Ene 
(Appoints New Agents) ........ssesescceces 


Pilot Life Reinsurance Company, New York 
City (Voluntary Liquidation) .............. 
Pioneer Life Insurance Co., Greenville, 8. C. 
So Ce CD -~ochiucinncuddccpeceest 
Postal Mutual Benefit Corporation, Phoenix, 
Ariz. (Statement by Securities Commission) 
Postal National Life Ins. Co. of America, New 


York City. (Intends to Incorporate) ...... 
(Organization Completed) ............0.ee5. 
(Completes Organization) .............se0.. 
Prairie Life Ins. Co.. Omaha, Neb. (See 


I Do te ae og lad ale wie ciin ae 
Preferred National Life Ins. Co., Cleveland. O. 
Ce GED a cccccncdobdonesedecensstece 
Presbyterian Ministers’ Fund. Philadelphia, 
Pa. (Report of Examination Favorable).. 
Protective Life Ins. Co., Birmingham, Ala. 
(Report of Examination) .............0+4+: 
Provident Life & Accident Ins. Co., Chatta- 
nooga. Tenn. (To Increase Capital).......... 
(Purchases Meridian Insurance Company).. 
Provident Mut. Life Ins. Co., Philadelphia, Pa. 
Ps [iD so nae eehneeeneeesecetens 
et DEED «0800660060 cco esed sce cddeaee 
(Changes in Official Staff) ..........cceceeee 
(Death of J. Smith Hart) ....ccccccscccecs 
(F. Phelps Todd Appointed Insurance 
FETE CRE CE RE: UR aS el 
Prudential Insurance Co.. Newark, N. J.... 
(Mortgage Loans for 1928)............0ss00. 
(Prudential’s New York Agency) ........... 
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Just Common Sense 


Ir is a fact that many life under- 
writers who have employed the 
“*Trust Approach”’ in canvassing im- 
portant prospects have written policies 
for amounts far in excess of their ex- 
pectations. Yet there is nothing extra- 
ordinary in such success. 

It is merely common sense to as- 
sume that the man who can be made 
to look upon his life insurance in 
terms of the zvcome it will produce for 
his familyinstead of asso much capita/, 
will be disposed to take out larger poli- 
cies. It is because the ‘Trust 
Approach’”’ accomplishes this that so 
many life underwriters find ita power- 
ful means of increasing their produc- 
tion. 





An explanation of the ‘‘*Trust 
Approach’”’ and the way you can make 
it serve you is contained in an inter- 
esting new booklet, ‘‘Selling More 
Insurance Through the _ Trust 
Approach.’’ A copy will be sent to you 
gladly on request. 


\ 


City BANK FARMERS 
‘TRustT COMPANY 


22 WILLIAM STREET 


Temporary Headquarters: 37 WALL STREET 
Sth Ave. at 4lst Street.... Madison Ave. at 42nd Street... . 181 Montague St., Brooklyn 


Trust Service is available through any Branch of The National City Bank ef New York or The National City Company 





























